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TERMINATION OF FEDERAL COMMERCIAL ACTIVITIES 
(Government Competition with Private Enterprise) 


MONDAY, AUGUST 9, 1954 


Unitep States SENATE, 
SUBCOMMITTEE ON LEGISLATIVE PROGRAM OF THE 
CoMMITTEE ON GOVERNMENT OPERATIONS, 
Washington, D. C. 
The subcommittee met, pursuant to call, at 9 a. m., in room 357, 
Senate Office Building, Senator Margaret Chase Smith (chairman 
of the subcommittee) presiding. 

Present: Senator Margaret Chase Smith, Republican, Maine. 

Present also: Senator Sam J. Ervin, Jr., Democrat, North Carolina, 
member of the full committee; Walter L. Reynolds, chief clerk; 
Ann M. Grickis, assistant chief clerk; Eli E. Nobleman, professional 
staff member. 

Senator Smiru. The subcommittee will come to order. 

As chairman of the Subcommittee on the Legislative Program, I 
have scheduled this hearing on the bill, H. R. 9835,! to provide for the 
termination of Government operations which are in competition with 
private enterprise. The Committee on Government Operations, at 
an executive session held on August 3, 1954, directed the subcommittee 
to consider the bill and recommend appropriate action. 

In the interest of expediting the hearings, it will be necessary for 
the committee to adhere to its standing rule, which limits the presen- 
tation of direct testimony by any witness to not to exceed 15 minutes. 
It is my understanding that all witnesses have been so notified by the 
clerk of the committee. 

The committee has received a number of communications from 
various organizations both for and against the bill as approved by the 
House of Representatives. Some of these groups have suggested 
amendments to section 6 which are designed to clarify its coverage, 
and to confine the President’s authority to terminate commercial 
activities carried on by the Government in competition with private 
enterprise, to those activities which he already has authority to ter- 
minate. This would be accomplished by providing specifically for 
the elimination from Presidential authority of any activities which 
are authorized by statute. Appropriate amendments to carry out 
these objectives are incorporated in Committee Print No. 1, dated 
August 7, 1954. 

In addition, Senator Kennedy, of Massachusetts, advised the com- 
mittee, in executive session, that he proposed to offer amendments to 
clarify the declaration of policy in section 2 of H. R. 9835, and to 
strengthen other provisions in an effort to make it clear that the bill 


1 An identical bill, S. 3794, was introduced by Senator McCarthy on July 22, 1954. 
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oul not in any WAY change existing law Committee Print No. > 
corporates the amendme hts proposed by senator Kennedy, which 
clude certain changes in section 2 and in section 6, the latter being 
signed to insure that no action is contemplated which would tend 
0 ate monopolistic controls. Committee Print No. 2 also contains 
some additional clarifying provisions recommended by the staff and 
he legislative counsel of the Senate, which have been tentatively 
roved by the committee 
There is no intent on the part of this committee to approve any 
iage which would permit the President to eliminate existing 


Government-type operations over which the Congress has exclusive 

sdiction. The committee views these types of activities as 

al governmental operations, and the bill provides that any 

es in the operating policy of these activities would require 
specific legislative authorization by the Congress. 

The bill does not establish any new organizational structure, nor 
does it cbange or authorize the elimination of any Federal activity 
or operations which has been established by law. To the contrary, 

erely attempts to place the Congress on record as favoring the 


mination of commercial activities engaged in by the Government, 
vhich are found, after careful study, to be in competition with private 
enterprist The bill specifically stresses the fact that, before the 
President shall terminate any activities which are presently under his 
ontrol, he shall first determine that there will be no impairment of 
e essential functions of the Federal Government. 
The committee has given extended study and consideration in the 
st to the development of programs designed to eliminate Govern- 
t competition with private industry where the elimination of such 
activities would not interfere with the operation of essential Federal 
programs. The House Committee on Government Operations has 
held extensive hearings on the subject of Government competition 
with private enterprise over the past 2 years. That committee held 
hearings on H. R. 9835 and related bills on July 14, 15, 16, and 19 
of this year. Under a policy adopted by the Committees on Govern- 
ent Operations of the House and Senate, whenever one of these 
committees held hearings which afforded an opportunity to develop 
ll the essential facts relative to pending legislation, there would be 
no duplicating hearings. The Chair has been informed, however, that 
the representatives of the Federal employee groups did not have a 
full opportunity to present their views at the House hearings, and these 
hearings are being held primarily for the purpose of affording them an 
opportunity to express their views. It is hoped that these groups will 
ent specific recommendations concerning objectionable features of 
the pending measure, together with appropriate amendments designed 
to correct any provisions which, in their opinion, fail to carry out, 
or are contrary to, the objectives and the policy declarations set forth 
therein 


The subcommittee will also afford spokesmen for organizations 


epresenting industrial groups an opportunity to present & summation 
‘f their views in support of the bill, which have been presented fully 
n hearings before the House committee. 

[ desire at this time to submit for the record H. R. 9835 as approved 
by the House of Representatives, Committee Print No. 1, which 
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includes certain proposed amendments designed to insure that its 
application would not be extended to any Csovernment operation 
specifically authorized by statute, and Committee Print No. 2, which 
contains certain amendments proposed by Senator Kennedy 
(H. R. 9835, Committee Prints Nos. 1 and 2, are as follows:) 
[H. R. 9835, 83d Cong., 2d sess.] 


AN ACT To provide for the termination of Government operations which are in competition with private 





Be ul enacted by the Senate and House of Re presentatives of the Untted State s 
of America in Congress assembled, That this Act may be cited as the ‘“Termina- 
tion of Federal Commercial Activities Act.’ 

SEc. 2 The Congress hereby dec lares that the DOLCY of 






the Federal Govern- 
enterprise. Certain 
tend to discourage 


ment should be at all times the encouragement of private 
activities of the Federal Government have developed whi 
private enterprise, in that the Federal Government is engaging in commercial 
and industrial activities in direct competition with activities engaged in by 
private persons for profit. These commercial activities engaged in by the Fed- 
eral Government deprive governments at all levels of tax revenues, and by 
competing with private enterprise, weaken the strength of our national economic 
f this Act to provide for the termination, 

to the maximum feasible extent, of all commercial activities engaged in by the 
Federal Government in the United States which compete with private enterprise. 
It is declared to be the policy of the Congress that the Federal Government 


shall not engage in business-type operations competitive with private enterprise 
except where it can be « it i 


at it is necessary for the Government 
itself to perform such operations in furtherance of national programs and ob- 
jectives legally established 
Src. 3. It shall be the duty of the Secretary of Commerce, acting under the 
instructions, rules, and regulations issued by the President, to receive from the 
public and examine specific complaints of Government competition with private 
enterprise and, where the facts warrant, consult and cooperate wit! 
the Government supervising the Government business-type Operations com- 
plained about in order to suggest, where appropriate, the termi 








system. It is therefore the p irpose < 











lemonstrat 


officers of 








ation or limita- 
tion of Government competition through the utilization of private facilities, 
products, or services in lieu thereof 
Src. 4. As used in this Aet 
1) the term ‘“‘commercial activity’? means any commercial or industrial 
activity performed by the Federal Government which is directly in competi- 


tion with activities engaged in by private persons for profit; and 
(2) the term “United States’’ means the several States, Alaska, Hawaii, 
and Puerto Rico. 

Src. 5. The President shall examine and from time to time reexamine each 
commercial activity engaged in by each department, agency, and independent 
establishment in the executive branch of the Government and shall determine 
what the effect, if any, on essential activities of the Federal Government would be 
of terminating such commercial activity. 

Sec. 6. Whenever the President, after investigation finds that any commercial 
activity engaged in by the Federal Government in the United States can be carried 
on by private enterprise without substantially impairing essential activities of the 
Federal Government, he is authorized to terminate such activity: Provided, 
however, That nothing herein contained shall apply to any Government 
type operations being carried on on the effective date of this Act or to any Govern- 
ment business-type operations heretofore or hereafter specifically authorized by 
the Congress. 


business- 





Sec. 7. The President shall make an annual report to the Congress concerning 


operations under this Act, together wit] 
mendations as he may deem appré 
section 2 of this Act. 

Sec. 8. Such sums as may be required to carry out the purposes of this Act are 
hereby authorized to be appropriated. 

Passed the House of Representatives July 23, 1954. 

Attest: Lyte O. 


Lin 


1 such information, comments, and recom- 





ypriate for furthering the policy declared in 


SNADER, Clerk. 
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( mittee Print No. 1, H. R. 9835, 83d Cong., 2d sess.] 


Omit the part struck through and insert the part printed in italic] 


AN ACT To provide for the termination of Government operations which are in competition with private 
enterprise 


Be it enacted by the Senale and House of Representatives of the United States of 
America in Congress assembled, That this Act may be cited as the ‘‘Termination 
of Federal Commercial Activities Act’’. 

Sec. 2. The Congress hereby declares that the policy of the Federal Govern- 
ment should be at all times the encouragement of private enterprise. Certain 
activities of the Federal Government have developed which tend to discourage 
private enterprise, in that the Federal Government is engaging in commercial and 
industrial activities in direct competition with activities engaged in by private 
persons for profit. These commercial activities engaged in by the Federal Gov- 
ernment deprive governments at all levels of tax revenues, and by competing with 
private enterprise, weaken the strength of our national economic system. It is 
therefore the purpose of this Act to provide for the termination, to the maximum 
feasible extent, of all commercial activities engaged in by the Federal Govern- 
ment in the United States which compete with private enterprise. 

It is declared to be the policy of the Congress that the Federal Government 
shall not engage in business-type operations competitive with private enterprise 
except where it can be demonstrated that it is necessary for the Government 
itself to perform such operations in furtherance of national programs and objec- 
tives legally established. 

Ssc. 3. It shall be the duty of the Secretary of Commerce, acting under the 
instructions, rules, and regulations issued by the President, to receive from the 
public and examine specific complaints of Government competition with private 
enterprise and, where the facts warrant, consult and cooperate with officers of the 
Government supervising the Government business-type operations complained 
about in order to suggest, where appropriate, the termination or limitation of 
Government competition through the utilization of private facilities, products, 
or services in lieu thereof. 

Sec. 4. As used in this Act 

(1) the term “commercial activity’? means any commercial or industrial 
activity performed by the Federal Government which is directly in com- 
petition with activities engaged in by private persons for profit; and 

(2) the term ‘‘United States’’ means the several States, Alaska, Hawaii, 
and Puerto Rico. 

Sec. 5. The President shall examine and from time to time reexamine each 
commercial activity engaged in by each department, agency, and independent 
establishment in the executive branch of the Government and shall determine 
what the effect, if any, on essential activities of the Federal Government would 
be of terminating such commercial activity. 

Sec. 6. Whenever the President, after investigation finds that any commercial 
activity engaged in by the Federal Government in the United States, which is not 
specifically authorized by statute, can be carried on by private enterprise without 
substantially impairing essential activities of the Federal Government, he is 
authorized to terminate such activity: Prevéded; however; Phat nothing herein eon- 
tained shall apply te any Government business-type operations being eartied on 
on the effeetive date of this Aet or to any Government business-type operations 
heretofore or hereafter speeifiealy authorized by the 

Sec. 7. The President shall make an annual report to the C ongress concerning 
operations under this Act, together with such information, comments, and recom- 
mendations for legislative action as he may deem appropriate for furthering the 
policy declared in section 2 of this Act. 

Sec. 8. Such sums as may be required to carry out the purposes of this Act 
are hereby authorized to be appropriated. 

Passed the House of Representatives, July 23, 1954. 

Attest 

LyLEe O. SNADER, Clerk. 


— 
{Committee Print No. 2, H. R. 9835, 83d Cong., 2d sess.] 
[Strike out all after the enacting clause and insert the part printed in italic] 
AN ACT To provide for the termination of Government operations which are in competition with private 
enterprise 

Be it enacted by the Senate and House of Representatives of the United States of 

America in Congress assembled, Fhat this Aet tte be ertee|d tte the oo Repetrttret tet of 
Federal Commercial Activities Aet> 
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ne ae anaes hence, ents Saari: pally oh 
ment shetdd be at al times the encouragement of private enterprise: 
cutivitien of Uno Bolseoh Gavesremanh have duedeped whieh tent te dilnceade 
private enterprise; it that the Federal Government is ensecine in commercial and 
re an oe annie, ae eet Oe ee 
persens fer pret. These commercial setivities engaged in by the Kederal Gor 
ernitent deprive geverninents at elt levels of tax reventes; and by competing with 
private enterprise; weaker the strength of our national eeonemie system: Ht is 
therefore the ptrpese of this et te previde fer the termination, te the maximum 
ferstble extent, ef alt eoritercitt tetivities enereed in by the Federal Government 
in the United States whieh compete with private enterprise 

dt in deelited te be te poties of tre Coreress tat the Heder Government shalt 
net engege in bisiness+ype operations eompetitive with private enterprise exeept 
where 1 eth be demonstrated thet it is Reeessary for the Gevernment Hself te 
perform steh eperttions in firtheranee of national pregrams and ebjeetives 
teettty estethtdies dt. 

Be: 6: tt shal be the duty of the Seeretary of Commerce; aetine under the 
instructions; tiles; sad regulations isstied by the President; te reeeive from the 
pttshe tetd extttttre specie eS Se ee ee 
Schaeacie aiths sehigen tho. leaks Seenenabeccammath anak Saeaememieaiiesam aa 
the Gre eet SHB tHte bie Caer EH Heth biti othe ta pie orpretathtertta eet pebete treed 
thet Ht order te steeest, dete etppteptitte: the terete op lsttttion of 
Groepnipent esHipettion treteh the attlettion of pristtte fretities predteta: of 
seetees Ht Hed terest: 

Bee; 4- As used im this Aet— 

+44 tie Het cSHeettteretted ttette te Herts tte eottttepebt GP Hitttistetedt 
netivity performed by the Federal Government whieh is direetly in competi- 


Sue: 6: Phe President shell examine and from time te time reexamine each 
eorttereit Hetty ereteed Ht by ere deprrtitent: tecress ated ttedependernt 
establishment in the executive branch of the Government and shall determine 
arhet the effects Ho aHAS oH essentind aetivities of the teder Goveriitert aottd 
dee ef teptettirerbitre sttelt eectettrteeeteth crettdis - 

Sze: 6: Whenever the President, after investigation finds that any eommereial 
aetivity engaged in by the Federal Gevernment in the United States ean be 
tes of the dtedert Goeverpinent he in aitheriged te ternttiate steh sete 
Peridot feet htt pertlitre treeett: cottterttrerd ster sts be tHe Gree nHeth 
Bistttess te pe eperitions belte eneeied on an tlie etfecitee ditte ef tia chet op te 
any Gevernment businesstype eperations heretefere er herenfter speetfieath: 
athorited by the Gotretess: 

Se: 7; Phe President shall make en annual repert te the Congress concerning 
eperittettis tide tte “het: fHeetiter arti: sted: Hitetiteri tet: settee: set BeeE 
mendations as he may deem appropriate fer furthering the peliey declared in 
seetion 2 of this Aet- 

Sze: 8 Steh stims as may be reqtired te earry out the purpeses of this Act 
ee hereby stttertted to be 
That this Act may be cited as the ‘ Termination of Federal Commercial Activities 
Act’’, 

Sec. 2. (a) The Congress hereby declares it to be the policy of the Federal Gov- 
ernment to encourage private competitive enterprise to the maximum extent consistent 
with national security and the public interest. Certain activities of the Federal 
Government involving the production of goods and the rendition of services are in 
direct competition with activities engaged in by private persons for profit. Such 
activities of the Federal Government which are not necessary in the public interest 
unduly weaken private competitive enterprise, and result in the deprivation of gov- 
ernments at all levels of tax revenues. It is therefore the purpose of this Act to 
provide for the termination, to the maximum extent compatible with national security 
and the public interest, of all commercial activities engaged in by the Federal 
Government in the United States which compete with private competitive enterprise. 

(b) It is declared to be the policy of the Congress that the Federal Government shall 
not engage in business-type operations competitive with private enterprise except 
where it is necessary for the Government itse f to perform such operations in the 
public interest or in furtherance of national programs and objectives established by 
statute. 


51286—54——_2 
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N / he e the duty of the Secretary of Commerce, unde unstruction 
rules, and eguiations prese ibed by the Presider {, fo receive from the pub ic and 
CXMMIUNE specifi comple ints of Govern ent con petition writ Pp wate ¢ nlerprrse and, 
where the facts warrant, consu t and coope ate with office s of the Government super- 
vising the Government bus ness-lype operations con ploined about in order to suggest 
where ay propriate, the termination or mitation of Government compel fion throug! 
he ty ation of private fe ities, products, or services in lieu thereof. 

Sec. 4. As used in this Act ; 

1) the term ‘“‘commercial activity’? means any commercial o7 industria 
activity pe rform ed by the Federal Government which s directly ¢ gaged 
ompe tition with ente r prises conducted hy pr apiite persons far profit; and 

(Z the term “‘United States’? means the several State s A iska, Hawaii, and 
Puerto Rico 

SK 5. The President shall eramine and from time to time reeramine each com- 

mercial actroity conducted by each department, agency, and inde pendent ¢ tahblishment 
n the executive brane h of the Gove rnment and shall determine what the effe F if anu 
the termination of such commercial activity would have ipon essential activities and 


responsibvities of the Federal Government 

Sec. 6. The President is authorized to terminate any commercial activity conducted 
by the Federal Government which is not specifically authorized by statute whenever he 
jinds, after investigation, that such termination would not (a) impair any essentia! 


activity or responsibi ity of the Federal Government, (b) adversely affect national 


security, or (c) result in, or contribute to, any monopolizatior of trade or commerce. 

Sec. 7. The President shall make an annual report to the Congress concerning 
operations unde r this Act, together with such i? formation, con ments, ay ! "ecom- 
mendations for legislative action as he n ay deem appropriate for furtherir q the 


policy declared in section 2 of this Act 


Sec. 8. Such sums as may be required to carry out the purposes of this Act are 


hereby authorized to he appropriated, 
Passed the House of Representatives July 23, 1954. 
Attest 


LyLe O. SNapDmER, Clerk 

Senator Smitu. I notice that in committee print No. 1 on page 3, 
line 20, there has been a printing error. The word “especially” is an 
error and should read ‘‘specifically.”’ 

(The corrected committee print appears in this hearing. 

Senator Smiru. The first witness listed is William H. Ryan, pres- 
ident of the District Lodge, International Association of Machinists 
affiliated with the A. F. of L. 

Mr. Ryan, we hope very much to hear all who have views on this 
matter to express and conclude the hearings this morning. If you 
have a statement and want to put it in the record, and speak briefly, 
we shall be glad to have you do so. If you want to read it, we shall 
be pleased to have you do so also, whichever you prefer. 


STATEMENT OF WILLIAM H. RYAN, PRESIDENT, DISTRICT LODGE, 
INTERNATIONAL ASSOCIATION OF MACHINISTS (AFFILIATED 
WITH A. F. OF L.), WASHINGTON, D. C. 


Mr. Ryan. Thank you, Madam Chairman. 

Madam Chairman and members of the Senate Government Opera- 
tions Committee, my name is William H. Ryan and I am the president 
of District No. 44, International Association of Machinists. District 
No. 44 of the International Association of Machinists is composed of 
that portion of over 850,000 members of the International Association 
of Machinists who are employed by the Federal Government through- 
out the United States and its insular possessions. ‘These members 
are employed in naval shipyards, naval air stations, naval ordnance 
stations, Army arsenals and depots, United States Air Force bases, 
Coast Guard stations, the Bureau of Engraving and Printing, Govern- 
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ment Printing Office, activities of the National Advisory Committe¢ 
for Aeronautics, the Panama Canal Company, Alaskan Railroad, and 
various hydroelectric facilities under the Department of Interior. 

I wish to thank the chairman and members of this committee for 
the opportunity of acquainting the committee with the \ lewpoints of 
our organization as they apply to H. R. 9835 which passed the House 
of Representatives on July 24, 1954. 

Our membership is gravely concerned with the possibilities of the 
enactment of H. R. 9835 into law. H. R. 9835, if enacted into law 
in its present form, would establish a congressional policy which would 
require the Secretary of Commerce, under instructions, rules, and 
regulations issued by the President, to investigate complaints from 


private industry as they relate to Government-type operations which 


are alleged to be in competition with private industry. The Secretary 
of Commerce, upon his evaluation of the facts, is Seen et to 
recommend the termination of such activities and in lieu thereof sug- 


gest the utilization of private facilities, products, or services. 

The bill further directs the President to periodically examine each 
Government commercial and industrial activity to determine what 
effect the termination of same would have on the essential activities 
of the Government. It would be logical to assume that such exami- 
nation will be based upon the investigation and recommendation of 
the Secretary of Commerce in view of the fact that the Secretary of 
Commerce is directed in the bill to make such investigations and 
recommendations. 

Madam Chairman and members of the committee, we respectfully 
urge you to recognize the fact that this bill will, without question, 
violate the autonomy of operations of each of the other Cabinet 
members and the Government operations for which they are respon- 
sible, and place the Department of Commerce in a position of watch- 
dogging and supervising the entire operations of the Federal Gov- 
ernment. It would place the Department of Commerce in_ th 
position of having, at the very least, back door authority over every 
Department agency and independent establishment in the executive 
branch of the Government. We believe that this would seriously 
hamper the operations of our Government because it must be 
recognized that those who are charged with certain specific respon 
sibilities in the operations of the Government are, by their close 
familiarity with their agency problems, the better judge of whether 
or not their operations are consistent with the policy of the Congress 
and the administration. The Congress maintains complete control 
over the operations of the Government via appropriations, and most 
certainly the Congress should have faith and confidence in each 
individual Cabinet member to carry out their intent. When and if 
a Cabinet member or head of a Government agency fails to carry 
out the will of the legislative or administrative branch, there are 
available to both branches, the means of correcting the situation 

I do not wish to create the impression that our organization is 
opposed to the free enterprise system. We do believe, however, that 
certain commercial and industrial activities of the Government are 
necessary in the public interest and in the interest of national defense. 
For instance, much testimony was submitted on the House side by 
supporters of this legislation who compl: ained about the operations of 
commissaries for service personnel. The economic benefits derived 
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by service personnel from the operations of such commissaries for them, 
is something that should not be disturbed until such time as the 
Congress is willing to increase their pay sufficiently to reimburse 
them for any economic benefits they presently receive from the 
Government operation of such commercial activities. The effect 
of the bill would result in removing fringe benefits for service personnel 
which have always been considered as an income increment when 
establishing armed service personnel salaries. 

The bill could bring about serious and disturbing job readjust- 
ments for a large portion of the approximately half-million Federal 
civilian employees residing in the States represented by members 
of the Senate Government Operations Committee. This job read- 
justment would not only affect the wage earners, but also their families. 
The bill could further bring about a serious relocation of industrial 
skills out of local areas and States. Many of the supporters of this 
bill have failed to recognize the serious economic impact that the bill 
would impose upon local townships and areas which lean heavily upon 
the Government payroll and Government purchases to stabilize their 
local economy. 

Some of the thinking and reasoning of these people becomes at 
times very difficult to understand in view of the heavy pressure which 
is brought to bear on their Representatives in Congress to have new 
Government commercial and industrial activities authorized by the 
Congress established in or adjacent to areas which they hope to gain 
local economic advantages. 

The Government would not have instituted these commercial and 
industrial activities in the first instance if there had not been a com- 
pelling need for them. We submit to your consideration, the wisdom 
of keeping the Government in business whereby it can effectively 
combat price monopolies in private industry for goods and services 
purchased by the Government and financed by the taxpayers. The 
present commercial and industrial activities of the Government pro- 
vide the taxpayer with a yardstick by which to judge the reasonable- 
ness of private industry charges for goods and services performed for 
the Government. If we remove this yardstick we place the Govern- 
ment at the mercy of price and industry monopolies. 

I would like to dwell for a moment on the effect this bill will have 
on many Federal employees. Nowhere in the world will we find a 
similar devotion to duty and loyalty to their country, than that which 
is exemplified by the Federal employees of the United States. Their 
devotion to duty and loyalty are a matter of undisputable record. 
Many of these employees when they entered the Federal service sac- 
rificed higher wage rates for comparable work performed in private 
industry because they preferred to serve their country. The only 
increment the Government could reward them with was some small 
assurance that if they performed their duties efficiently, they could 
depend upon a degree of job security. This bill would strip whatever 
job security the Federal employee presently has away from him. 
Many of the employees who will be adversely affected by this bill, 
have devoted the major part of their lives in the civilian service of 
their country, and due to their age, would, in many instances, be un- 
able to secure employment in private industry. It is hard to conceive 
that this great country of ours which has always prided itself on being 
the world leader in preaching the principles of justice and square 
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dealing, would ever place itself in the position of being criticized for 
not practicing what it preaches. 

We earnestly believe, Madam Chairman and members of the com- 
mittee, that if you will seriously and thoroughly examine the possi- 
bilities which will result if this bill should be enacted into law, that 
in your good conscience you can determine that it is not a desirable 
piece of legislation in light of the public interest, the defense of our 
country and economy of Government operation. 

Section 6 of the bill would authorize the President to terminate 
commercial and industrial activities of the Government if he deter- 
mined that such could be done without substantially impairing essen- 
tial Government activities. We submit to you that if the operations 
of the Government were to be impaired to any minute degree, the 
executive and legislative branch should not condone same, nor should 
they establish any law or regulation which would bring about such a 
condition. 

We believe this legislation to be unnecessary and very dangerous to 
say the least, and respectfully urge this committee to take whatever 
steps are necessary to prevent its enactment. 

We recognize that anyone who feels that their business is being 
adversely affected by Government activities, should be given a hearing 
and an explanation of the Government’s position in respect thereto. 
Congress has already established an agency within the Department 
of Commerce to carry out this very function. 

The Business and Defense Services Administration of the Depart- 
ment of Commerce is currently conducting a study of Government- 
type commercial and industrial activities, and they expect an analysis 
of their program to begin to arrive, commencing August of this year. 

In the House committee statement presented by Mr. Charles F. 
Honeywell, Administrator of the Business and Defense Services 
Administration, he said that it is possible to visualize the present 
procedures leading to successful conclusion of 80 percent of the cases 
coming to the attention of the Department of Commerce involving 
matters of administrative discretion within the executive branch of 
the Government on this subject. 

The Deputy Director of the Bureau of the Budget testified before 
the House Government Operations Committee on H. R. 9835, and he 
made it quite clear that the Bureau believed that proper progress in 
this direction was being made under existing statutory authority. 

We therefore cannot see any compelling need for the legislation, 
and in effect, we can visualize that its enactment would not be in the 
best interest of the Government. We respectfully urge this committee 
to not report the bill to the Senate. 

I wish to thank the committee for its attention, and I shall be 
happy to answer any questions that I am qualified to answer. 

Thank you. 

Senator SmirH. Thank you very much, Mr. Ryan. Do I under- 
stand that you are against the entire bill or are there specific provisions 
of the bill in either print, 1 or 2, that you would accept if amended? 

Mr. Ryan. Madam Chairman, we don’t believe that the legislation 
is necessary at all. 

We don’t think that the Department of Commerce should have what 
we see as back-door authority over all the other activities of Govern- 
ment, and we don’t see the compelling need of appropriating any 
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ney for this function because, as I stated in my statement, there is 

ch set up vithin the Department of Commerce that is ade- 
quately handling this very problem at the present moment, and we 
don’t feel that the legislation is at all necessary. 

Senator SmiTH. Senator Ervin, do you have any questions? 

Senator Ervin. I just think Mr. Ryan’s statement was prepared 
on tl basis of the original bill. 

Mr. Ryan. Yes, sir, it was, but the other two committee prints I 
and they do contain the parts that we raised issue with 
un my statement. 

Senator Ervin. Some of your objections would go to any of them? 

Mr. Ryan. That’s right, sir. 

Senator Ervin. And some of them were objections addressed 
primarily to the original bill. 

Mir. Ryan. My statement was prepared on the original bill, yes, sir. 
Senator Smira. Thank you very much, Mr. Ryan. We appreciate 
our coming 1n. 

Mr. Thomas G. Walters, operations director, Government Em- 
ovees’ Council, A. F. of L. Is Mr. Walters here? 

NO response, ) 

, Senator Smita. Mr. James A. Campbell, national president of the 
(merican Federation of Government Employees. 
Mir. Campbell, do you have a prepared statement that you would 
ke to read or that you would like to put into the record, and tell us 
iefly what you have in mind? 


\ 


STATEMENT OF JAMES A. CAMPBELL, NATIONAL PRESIDENT, 
AMERICAN FEDERATION OF GOVERNMENT EMPLOYEES, WASH- 
INGTON, D. C. 


Mr. Campsetit. Madam Chairman, I should like to present this 
tatement for the record, and comment briefly upon it, if T may. 

Senator Smiru. Without objection the statement will be included 
n the record as it is presented, and we will listen to your views. 

The prepared statement submitted by Mr. Campbell is as follows:) 


STATEMENT OF AMERICAN FEDERATION OF GOVERNMENT EMPLOYEES 


Chairman and members of the committee, your committee has under 


ition today H. R. 9835, which has for its purpose the elimination of com- 
tween Federal Government facilities and private business in the indus- 
In general, it amounts to a directive by the legislative branch to the 
itive branch of our Government to cease operations which destroy initiative 
rivate enterpris 
Our federation numbers among its members employees of various Federal 
1 ut the United States, its Territories and possessions, 


t trend of contracting work to private industry that is ordinarily 
ed by the Federal Government is a matter of deep concern to the 


{ rnc t emplovees because it involves the possible loss of their means of 
ood. Furthermore, our organization is deeply interested in its responsibility 
e welfare of our countrv. 


Various reasons have been given to Government employees for this policy. 


Among them are that it is more economical and that Government should not be in 
ympetition with private business. In other words, it believes in the free-enterprise 
ystem. Another reason advanced is that skills in certain industries must be 


] 


reserved so as to enable private industry to meet any demands made upon it in 


time of emergency. 

It should be emphasized at this point that our organization subscribes fully to 
the free-enterprise system. Because of it, our Nation has made great strides 
toward achieving economic and social well-being for all its citizens. 
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The fundamental question, however, which we are exploring here is the area in 


vhich the Federal Government and private industry should operate, keeping in 
mind always the primary objectives of the security of our Nation and the progress 
of its people as a whole. 

Beginning with the first of the reasons noted above, it should be remembered 
that mere savings in payroll costs by discharging Government employees do not 
necessarily constitute economy. If the work done by these employees must 
continue to be accomplished and is completed in private industry, the costs con- 
tinue and in many cases increase. 

As to the question of Government competing with private industry, the volume 
of products or services manufactured or performed by Government 
in relation to the total production in privat 
various kinds rendered by private industry. 

One example is the manufacture of uniforms for the Armed Forces. Clothing 
factories of the armed services were not established in the first place for the purpose 
of competing with private in SUry. Thev were constr eted on the recommenda- 
tion of the Armed Forces with the approval of Congress, neither of whom could 
be justly accused of advocating Government ownership or impairment of the 
private-enterprise system. These plants were established and are in existence for 
military reasons because they facilitate the development of various types of uni- 
forms and considerable experimentation for the purpose of providing proper 
clothing for military personnel to meet constantly changing conditions of warfare. 
This type of work would be unprofitable for a private contractor, and if all the 
normal operations of these clothing factories were to be accomplished by private 
contractors, the cost to Government would be far greater than under present 
mthods. 

Some of the advantages to the Government in maintaining plants of this kind 
are: (1) Uninterrupted production so that various Federal departments are not in 








is insignificant 
e industry or the total services of 








competition With each othe 2) Ey rgency production of special types of cloth- 
ing, either in large or small quantities, which are needed on very short notice to 


meet battle conditions; (3) Research and development facilities to provide speci- 
fications and to test the value of new products and the redesigning of military 
clothing to meet new conditions; and (4) To provide for the availability of pro- 
duction specialists who work exclusively on military. 

One of the difficulties in demonstrating the necessity for establishments of this 
kind operat d by the Armed Forces is the fact that when one 


hat W hinks of a plant 
manufacturing uniforms he thinks of the uniforms we see service personnel wear- 
ing when they are on leave or on parade. He does not think of the special types 
of clothing that must be made to meet weather conditions prey 


ailing in various 
parts of the world from the Arctic Circle to the tropic Such items as parka 
100ds, speci: 





il-tvpe sleeping bags, armored vests, special tent liners, and other 
highly specialized clothing the ordinary garment factory in private industry would 
not be equipped to produce and would necessitate the purchase and installation 
of special types of equipment by private contractors who sought to bid for such 
work 

The Naval Clothing F: 
his point. While the f 

»-called economy reaso 

1. volume to be noticeable even 
volume of goods produced by) 
least economical part of t fs 
continuing its operations 


offers an apt illustration of 
ince 1917 and was closed for 

t produce enough clothing 
ree in comparison with the total 
ng industr Interestingly enough, the 








it—that producing officers’ uniforms—is 


On the other hand, let us consider the role played b 
Quartermaster Clothing Factorv, established in 1775. 

During World War II, a ‘‘rush”’ ‘r Was received by the factory for 100,000 
neckpieces. This orde ll thin a few hours after its receipt. Had it 
been necessary to turn to private industry for the work, invaluable time would 
have been lost in allocating the work to a private compa and tooling the com- 
pany’s plant. It is well to remember that the need for this equipment was based 
ipon an immediate military objective, not just everyday clothing needs. 


ie Philadelphia Army 








In another instance, the factory found it necessary to rescind contracts with 
private firms for 39,000 garments because the manufacturers could not produce 
them according to specifications. Within 3 months following the rescision of these 
contracts, the Army clothing factory had manufactured the items in question, and 
they were being worn by soldiers in the field. 

The factory serves another important purpose—development of better methods 
of producing clothing and of manufacturing a product of higher quality. A 
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contractor who has a general idea of an improvement which can be used submits 
it to the factory. The installation develops the idea, and if research proves its 
value, makes the idea available to the entire clothing industry. 

Another example is contracting for overhaul and repair of military aircraft. 
When military aircraft is made ready for use, the sole objective in such operations 
is to make it as safe and as effective in every respect as is humanly possible. 
The security of our country depends upon the mechanical perfection of our aircraft. 
It should be clearly apparent that the necessity for maintaining this equipment 
in its most effective condition must not be confused with the necessity faced by a 
private contractor to operate at a profit. It is recognized, of course, that a 
private firm must operate at a profit in order to remain in business. If a choice 
of methods involving the quality of production or services is at stake, the con- 
tractor must choose those methods producing a profit, else he cannot stay in 
business. To permit problems of this nature to ne into the overhauling and 
repair of military aircraft is foolhardy to say the leas 

In connection with contracts for equipment ide ntified with the defense effort, 
it is noreworthy that the security status of the employees involved is an important 


consideration. As the members of this committee are well aware, Federal em- 
ployees generally are subject tointensive screening to determine their security 
and loyalty status An even greater scrutiny of these elements is made of Federal 


civil-service workers who are assigned to any position connected even remotely 
with the defense of the country. Such a close check on contractor employees is 
difficult at best. These comments are not made to cast aspersions on the em- 
ployees who may work on Federal Government contracts. They are presented 
to illustrate an important factor for the committee’s consideration in conjunction 
with contracts awarded by defense agencies 

From the standpoint of legal authority to award contracts, it appears that 
Federal agencies have ample discretion where the best interests of the Government 
will be served The act of June 30, 1932 (47 Stat. 417), as amended by the act 
of July 20, 1942 (ch. 517, Stat. 661), gives unlimited authority in this connection 
vhere the security of our country or other legitimate considerations are at stake. 

“Any executive department or independent establishment of the Government, 
or any bureau or office thereof, if funds are available therefor and it it is determined 
by the head of such executive department, establishment, bureau, or office to be 
in the interest of the Government to do so, may place orders with any other such 
department, establishment, bureau or office for materials, supplies, equipment, 
work, or services, of any kind that such requisitioned Federal agency may be in 
a position to supply or equipped to render, and shall pay promptly by check to 
such Federal agency as may be requisitioned, upon its written request, either in 
advance or upon the furnishing or performance thereof, all or part of the estimated 
or actual cost thereof as determined by such department, establishment, bureau, 
or office as may be requisitioned; but proper adjustments on the basis of the 
actual cost of the materials, es or equipment furnished, or work or services 
performed, paid for in advance, shall be made as may be agreed upon by the 
Departments, establishments, bureaus, or offices concerned: Provided, That the 
Department of the Army, Navy Department, Treasury Department, Civil 
Aeronautics Administration, and the Maritime Commission may place orders, 
as provided herein, for materials, supplies, equipment, work or service, of any 
kind that any requisitioned Federal agency may be in a position to supply, or 
to render or to obtain by contract: Provided further, That if such work or services 
can be as conveniently or more cheaply performed by private agencies such work 
shall be let by competitive bids to such private agencies. Bills rendered, or requests 
for advance payments made, pursuant to any such order, shall not be subject to 
audit or certification in advance of payment 

The basic issue before us is the judicious use of this authority. We are con- 
vinced proper implementation of the statute can be obtained through cooperation 
between the legislative and executive branches of the Government. Such activi- 
ties should be centered in the Bureau of the Budget on the one hand and the 
General Accounting Office on the other. 

Ample evidence exists demonstrating executive agencies have followed the policy 
presented in the final proviso of the statute quoted above, particularly since the 
conclusion of World War II. Testimony presented by the executive departments 
during the House Government Operations Committee hearing on H. R. 9835 and 
allied bills confirms the fact that the agencies have greatly accelerated the volume 
of their contracts to private industry. The burden of this evidence is that the 
executive branch of the Federal Government has complied fully with the intent as 
well as the letter of the acts of June 30, 1932, and July 20, 1942. 

Our Federation recommends for serious consideration by this committee the 
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report of the Senate Post Office and Civil Service Committee on ‘‘Manpower 
Utilization by the Federal Government Through the Use of Private Contract 
Labor” (S. Doc. 32, Ist sess., 83d Cong.). It offers a keen analysis of the problems 
confronting Federal agencies in this field and contains cogent recommendations 

Business conditions at present are such that there is no danger of the loss of 
skills in private industry. Undoubtedly, there are situations where business is 
not as good as it might be. However, any gain of skills in private industry would 
not be sufficient to offset the loss of skills in our Defense Establishment 

The gist of our position is, therefore, that there is no need for an additional 
legislative enactment on contracting Federal Government work to private indus- 
trv Sufficient legislative authority exists for this purpose, and the executive 
branch of our Government has used this authority to a high degree 

If, despite the justification for continuing present policy, the committee is 
convinced Congress must take action on the s ibjeect, Our federation feels H. R 
9835 should be amended. 









This federation believes that eact nstance where the continuation of a 
Government activity is in question there should be a complete and thoroug! 
review of the conditions and ircumstances and purposes for establishing the 
Government facilit Furthermore, the question of continuing or terminating 
the activitv should be based uy its value as an adjunct of the Government 
the light of the mi of the particular agen¢ ed 

To aid in the attainment of this objective, we recommend that consideratior 
be given to the establis ent e bill of some riteria so that the needs of our 
Government and the interes f the taxpavers will be protected Such criteria 
for determu g é er a tau erat s te e terminated can include, f 
example l A re rement that adequa supplic f essentia ate 
maintained 2) An a irance that the cost of having the rk completed by 
private irces will t e dis port ate en all fa ire taker 
consideratior 

In addition e th ymmenda 
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We deeply appreciate the patient and deliberate cor eration our federat 

confident the committee w £ e H R. 9835 before talk actiol On behalf 
of the membership of the America Federat of Governn t Emplovees, w 
desire to express our gratitude for opportunity of presenting to the committee 
our \ ews and recom) endations on this importan ibject 


Mr. CAMBPELL. For the record, Madam Chairman, my name is 
James A. Campbell. I am president of the American Federation of 
Government Employees, an organization having members in various 
Federal agencies throughout the United States and i 

Madam Chairman, we do not believe that the proposed legislation 
ise there are existing procedures, and there is exist- 


( 


~ ae erritories. 


is necessary beea 
ing legislation WwW hich makes provision for the objective s of H R QR35 
It has been the policy of this administration to contract as much 
work out to private industry as possible, and it has been moving 
that direction ever since it came into office 
I should like to call t 
30. 1932, as amended by the act of July 20, 1942, which gives un- 
t { 


o vour attention particularly the act of June 


limited authority in this connection, and I should like oO read One 
proviso in that act 

Provided further, That if vork O1 r’ can | as conveniently or more 
cheaply performed |} V privat ig es such wor hall be let petitive ts 


to such private agencies 


51286—54 
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There is more there, but in the interests of time I want to bring 
that particular point to your attention 

Another thing, Madam Chairman, that strikes me as rather unusual, 
is section 2 of the act which says: 


The Congress hereby declares that the policy of the Federal Government should 
it all times the encouragement of private enterpris 
] thoucht that had been the case all the time and I have seen no 


evidence that the Congress ever felt otherwise. I believe it would 
be rather difficult to find someone, in fact I believe it would be im- 
possible to find anvone in any responsible position, who did not and 
has not already subseribed to that principle So we are wondering 
about the necessity for a declaration of that kind 

for those reasons and the reasons stated in our prepared statement, 
Madam Chairman, we believe that the legislation really is unnecessary 

Senator Smrrxw. Mr. Campbell, would you have any objection in 
having the Congress restate its policy now and then? 

Mr. CampBeti. None whatever, but isn’t there an implication that 
perhaps somebody doesn’t believe that? 

I find that hard to go along with, Madam Chairman 

Senator Smirx. As I read this bill, it looks to me as though we are 
simply restating the policy of Government continuing as it is and not 
going into more private business. Am I wrong in that? 

Mr. CamMpBELL. No, I don’t think so We are all for it We all 
believe in this private enterprise system. We wouldn’t have it 
otherwise, and all of the evidence is on that side and in favor of that 
principle. Here we have the greatest economy on earth, 61 million 


people employed, an income of over $350 billion annually. Where is 
the evidence that the System has been questioned by anybody with 
any responsibility whatsoever? 

Senator SmirH. Senator Ervin, do vou have any questions? 


Senator Ervin. No 

Senator SmirH. Thank you very much, Mr. Campbell. 

Mr. Camppeci. Thank you for the opportunity to appear before 
the committee, Madam Chairman. 

Senator Smiru. Mr. James Bailey. Is Mr. Bailey here, the repre 
sentative of the East Coast Metals Trades District Couneil, A. F. of L 
Are you, Mr. Bailey? 

Mr. Bartey. Yes. 

Senator SmituH. Do you have a statement? 


STATEMENT OF JAMES BAILEY, EAST COAST METALS TRADES 
DISTRICT COUNCIL, A. F. OF L., WASHINGTON, D. C. 


Mr. Battey. Madam Chairman, we have not had time to prepare 
a statement. I was advised by Mr. Reynolds Friday morning that 
we would be given an opportunity to appear before this subcommittee. 

However, I was unable to get in contact with all of our executive 
board members, and at this time we are unable to present a statement. 
We do hope to have one in the very near future 

Senator SmirH. Do you wish to say anything about the bill? 

Mr. Bartey. Yes, Madam Chairman. I should like to have our 
organization go on record as approving and wholeheartedly supporting 
Mr. Ryan’s statement. We feel that there are sufficient safeguards for 
private industry in existing legislation, and in the fact that the Com- 
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merce Department already has authority to check on business-type 
operations of the Government. However, I would like to point out 
that there are certain types of operations which would appear to be in 
conflict with private industry, but which are not 

I might point out, Madam Chairman, that at the Portsmouth 
Naval Shipyard there are certain types of electrical work which are 
done in the shops there which would be very uneconomical and at 
times impossible, to perform in private industry. It is these types of 
operations that we are fearful will be hampered 

We also do not feel that anything at all that would impair any 
Government operations or the security of the country should be under- 
taken by anyone. Il appreciate the opportunity of appearing, Madam 
Chairman, and I thank you. 

Senator Smitu. Mr. Bailey, I have the same concern that you have 
about the Portsmouth Naval Yard if you are talking about the 
Kittery Navy Yard in Maine, but from the bill, I take it that this 
does not affect navy yards at all 

Mr. Battey. Madam Chairman, it doesn’t affect the actual size or 
shape of the yards. However, if all that work were taken away or a 
good portion of it, there would be no reason for the yard to remain 
in existence 

Senator SmitH. Do you think that this bill would in any way take 
away the business? 

Mr. Baitey. It would take away some 

Senator SmirH. As I understand it, it reads 


Whenever the President, after investigation finds that anv commercial activity 
engaged in by the Federe.| Government in the United States, which is not especl- 
ally authorized bv ste.tute, can be csrried on by privete enterprise without sub- 
stantially impairing essentiel activities of t he Feder | Government 


and so forth, wouldn’t that protect the navy yards? 

Mr. Barnny. Madam Chairman, I don’t quite recall the statute 
that set up these yards. However, I don’t think the statute setting 
these yards up went into great detail. As time goes on there are 
certain operations which must be performed. For instance, if a ship 
puts into a yard for repairs, there are times when it would be im- 
possible to obtain certain parts or equipment to effect the repair of 
these ships without manufacturing them on the spot. We hope that 
that is not considered a commercial type operation, but we are fearful 
that in the future someone may overlook the fact that speed is of 
the essence in repairing ships for the fleet to get them back in active 
service. 

Senator Smirx. Mr. Bailey, I am the last one in the world who 
would want to take business away from the navy yard, I assure you, 
and as I read this bill it seems to me that it simply restates the posi- 
tion of the Congress or the policy of the Congress, and I am sure 
I would not want to be for any legislation that would do otherwise. 
Is there anything else? 

Mr. Battey. No. 

Senator Smrra. Senator Ervin? 

Senator Ervin. I was just going to suggest if Mr. Bailey wants 
to file a statement for the committee later, that it would be per- 
missible. 

Senator Smirx. That is right, but I am of the opinion, Senator, 
that Mr. Bailey doesn’t need to. He has stated his case very well 
without a statement. 
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Mr. Battey. Thank you 
Subsequently, the following statement was submitted by Mr. 
Bailey 


STATEMENT OF JAMES F. Barttey, East Coast Merat Trapes District Councin. 
OF THE Metrat TRADES DEPARTMENT, A. F. or L. 


My name is James F. Bailey lam the secretary-treasurer of the East Coast 
Metal Trades District Council of the Metal Trades Department, A. F. of L., 
epresenting approximately 40,000 highly skilled technicians and artisans employed 

the naval establishments on the east coast located in the area bounded by 
Portsmouth, N. H., and Charleston, 8. C. These establishments, among others, 
include naval shipyards, gun factories, torpedo plants, ordnance and research 
Laboratories, and test centers 

I appreciate the opportunity which the gracious chairlady of this committee 
has given me to present to the committee our viewpoints for consideration co! 
erning H. R. 9835, which has been passed by the House of Representatives and 
ent to the Senate, by whom it was referred to this committee 

(ur me mbership is composed of persons of the highest skilled occupations who 
ave gone through long periods of training, much of which has been under Govern 
ment auspices This training has qualified them to serve their Government as 
pecialists in the research, development, and manufacture of highly complicated 


lefense material. Our Government, especially the Department of Defense, has 
is highly skilled group of people a force of technical and mechanical know-how 
vhict DAs alway 3. in times of emergency req liring sudden expansion, been the 


icleus of training for employees in private as well as governmental agencies 
1 | 


It is our considered opinion that should H. R. 9835 be enacted into law, this 





} ed forces wild st pr ib] be dissipated insofar a national defense 
ned Rare persor leaving Government service return once the 

ave found other employment Since the design and development of new tvpr 

ff ships and weapons has been accomplished for the most by activit of 

Federal Government, the resultant loss in skills would be immeasurable 

The b as written, would make it the duty of the Secretarv of Commerce to 

t the termination or limitation of work performed in Government-owned 
erat i 1] which he deen ed to be in competition with private enter 





Suc power invested in one member of the President’s Cabinet would 
t { to strip from the hands of all other Cabinet officers the authoritv granted 
them under the Constitution and reaffirmed time and again by the Congres 
Further, it is felt that in matters concerning the national defense and securit. 
the heads of the departments charged with safeguarding our Nation in times of 


eace as well as war have a better knowledge of what is necessary for the Federal 
Government to undertake itself, and what should be delegated to private industry 
It is our opinion that this practice is presently being carried on in the best interests 
ce nery 


Under Government management and operation, with its properly administered 





ecurit heceks, those items of manufacture are highly secret and nsitive 
iture, co ild be more readily afequare The foregoing statement s in 
ne 3 eant as a reflection on the integrity or patriotism of anyone in industry 
but it has been proven in the past that the Government has better facilities in its 
wn plants for dealing with actual or potential security risks 
Che bill further authori the President to terminate any Government operation 
| not substantial npair essential Government activities We bes to 
: it that a retiO} o matter how minor, which tends to impair in any 
degr the efficieney or well-being of the Federal Government should not even be 
4 _ fered T! = esp ally true of defenst mat rial 
It rdditior e cal oO comp Lhing need for the legislaton embodied 
] R. 9835 The amount of werk performed under Government operatic 
( ( ild even remotely | considered as belonging in private hands, sal r 
compared to the total productivity of this, the greatest Nation in the world 
Out of approximately 60 million persons employed today, less than 2% million 
} percent are emploved directly by the Federal Government, and of this 
ber less than 600,000, or 1 pereent, are emploved bv the Depart: ent of 
Defense, which is the onlv ageney engaging in manufacture to anv degree 
For the reasons cited above, I respectfully urge this committee, in the name of 
t organization whicl privilezed to represent. not to submit a favorable 
rey on H. R. 9835 
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I again wish to thank the chairlady and her committee for the courtesies 
extended to me and mv Organization in granting l the opportunity to express 
our views 

Affiliated Local Metal Trades Councils: Portsmouth, N. H., Metal Trades 
Council; Charlestown, Mass., Metal Trades Council: Brooklyn, N. Y., Metal 
Trades Council; Philadelphia Naval Base Metal Trades Council, Philadelphia, 





Pa.; Washington, D. C., Area Metal Trades Council: Fifth Naval Distt ct Meta 

Trades Council, Norfolk, Va.: Charleston, S. C., Metal Trades Council 
Senator Smitu. Mr. Elton Kile, president of the National Asso 

ciated Businessmen, Inc. Mr. Kile, as I understand it, vou are 


representing various business and trade groups? 
Mr. Kite. That is right 
Senator Smirx. Do vou have a statement which vou wish to read 
Mr. Kir. | would like to 
Senator Smiru. All right, sir 


STATEMENT OF ELTON KILE, PRESIDENT, NATIONAL ASSO- 
CIATED BUSINESSMEN, INC., WASHINGTON, D. C. 


Mr. Kite. Madam chairman and members of the committee, my 
name is Elton Kile. I live at Kileville, Ohio, where I am in the grain 
and feed business. I have been, for a number of years, a member of 
the Ohio State Legislature, and I am vice chairman of the finance 
committee, Jam president of National Associated Businessmen, Ine 
an organization of big and small businesses of many kinds which was 
established in 1946 to study and report on unfair competition and the 
inequities of taxation that operate to the detriment of taxpaying 
businesses. 

I am appearing before your committee in favor of H. R. 9835 as 
amended in Committee Print No. 1. Numerous organizations pre- 
sented testimony on this matter a few weeks ago, before the House 
Committee on Government Operations \ list of the organizations 
which join me in support of H. R. 9835 as amended in your Com- 
mittee Print No. 1 appears at the end of this statement 

Review of the many statements offered to the House committee 


clearly demonstrates two salient points: (1) Businesses of a great 
many kinds are being seriously hurt by Government’s unwarranted 
competition. (2) Taxpayers believe that Government's increasing 


tax-exempt invasion of the field of free laber and enterprise should be 
stopped by a firm congressional declaration of policy at this time 

I shall not attempt to review the list of Government’s competitive 
businesses. Congresswoman MHarden’s House Subcommittee on 
Intergovernmental Relations published a list of over 100 in an excel- 
lent report dated February 9, 1954—House Report No. 1197. The 
Department of Defense has published the first of several promised 
lists of competitive business activities in which the Army, Navy, 
and Air Force are engaged, ranging from scrap metal baling to dry 
cleaning and the manufacture of ice cream. And even though these 
lists are far from complete, they indicate the amazing extent to which 
the departments and agencies of government have entered into 
competition with free labor and enterprises 

There are many reasons why government should get out of business 
There are few reasons why it should continue in competition with its 
own people, 
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Government business is tax exempt, which means that it not 
only deprives the Federal Government of needed income-tax revenue, 
but also deprives State, county, and municipal governments of 
funds which are greatly needed for their operation. Government 
budgets at all levels will be more easily balanced when commercial 
activities are in the hands of taxpayers. 

Initiative is destroyed when a man who intends to go into business 
finds the field preempted by government. Why risk his little capital 
if government, with its unlimited resources, is already operating a 
store or a factory or a trucking business in the place where he would 
like to set up? 

At the House committee hearings, warehousemen told an almost 
unbelievable story of Government’s encroachment into their busi- 
ness—that more than three times as much storage space is operated 
by the Federal Government as is in use by commercial refrigerated 
and merchandise warehousemen, with a Federal tax loss of at least $56 

illion annually. 

The truckers’ association related their serious difficulties in doing 
business in competition with Government. Ice cream and milk dealers, 
paint and blueprint manufacturers, shipbuilders, distributors, scrap 
metal balers, county and municipal officials, taxpayers’ representa- 
tives, small business associations, retailers, labor union witnesses and 
two score more came before the House committee and joined in the 
declaration that Government should not be in competitive business 
and that C ongress should approve a legislative policy to put an end 
to bureaucrac y’s busine ‘ss-type ac tivities. 

Statements filed with the committee by labor union representatives 
wer uniformly in favor of the bill which later was passed by the 
House of Representatives. It was agreed that workers would profit 
rather than lose by transfer to private employment, where they would 
be ruaranteed free collective bargaining, the right to strike and other 
benefits. 

The fact of the matter is, Madam Chairman, that there need be 
no loss of jobs if and when Government gets out of competitive 
business. The products that are manufactured by Federal shops will 
still be needed—and every worker will be absorbed by the taxpaying 
industries that take over Government’s business activities. It may 
confidently be asserted that they will be better off than they are today. 

We believe that the framers of our Constitution never intended that 
the Government of the United States should compete with its people 
in the field of business. We believe, as is stated in section 2 of H. R. 
9835, that the commercial activities engaged in by the Federal Govern- 
ment deprive governments at all levels State, ¢ ounty, and municipal 
of tax revenues and weaken our economic system. And we believe 
that the Congress should without equivocation declare it to be the 
national policy that the Federal Government should not engage in 
business-type operations competitive with private enterprise except 
in cases involving the national security. 

And this is true not only of commercial and mse aay activities 
like coffee roasting, the manufacture of spectacles, false teeth, and 
wooden legs, the operation of railroads, hotels, and steamships, the 
manufacture of locks by the Post Office Department and the making 
of mouthwash and bluing by the Panama Canal Company. It is 
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equally true of the financial operations in which the Federal Govern- 
ment has invested so much money, as reported ennhy. this vear by the 
Senate Committee on Government Operations S. Rept. No. 861 
dated Jan. 20, 1954.) 

Today, Government’s banking operations take business away from 
taxpaying banks and financial institutions, but they pay no taxes 
themselves, Government’s investment in these institutions is even 
greater than in its commercial activities—but it is no more excusable 

Quite properly, Madam Chairman, you and your colleagues may 
ask: Can we get Government out of competitive business and keep it 
out? 

The answer is ves It is already being done 

The Mississippi Barge Lines have been sold to a company that wall 
pay Federal income tax on its earnings 

World War II’s svnthetic rubber plants will be sold to private, 
taxpaying companies by the year’s end; 37 companies recently sub- 
mitted 76 bids for the 13 rubber plants 

An alcohol plant at Muscatine, Iowa, has been sold. 

The Defens« Departm«s nt is selling or ¢ losing a Navy clothing 1ac- 
tory, all of its sawmills and some of its bakeries and laundries. 

The Reconstruction Finance Corporation’s loans are being licui- 
dated to banks and insurance companies and this big lending agency 
is closing shop 

Mind you, \Miadam Chairman, most of Government’s businesses 
were established under Executive order and they can be: closed by 
Executive order 

Sut the Congress must initiate the policy that these com} etitive 
enterprises are no longer in approval—that the Congress wishes 
Government to get out of business and to stay out 

H. R. 9835 will set the stage for the executive branch to increase 


the tempo of activity in this direction Amendment of section 6, as 
provided in your committee print No. 1, is especially needed, for the 
wording in the Hous« “pa ed bill | racticall nullified the intent of the 
act. 


H. R. 9835, as amended, sets up a much-needed forum before which 
the warehouseman, the trucker, the ice cream manufacturer, the 
grocer, the optician or any other businessman who feels the pinch of 
Government competition may appear to state his case and ask for 
relief. And the Secretary of Commerce, after due consideration of 
each case, may recommend that corrective measures be taken. 

We urge this subcommittee to approve the bill as amended in com- 
mittee print No. 1 and to report it to the Senate for prompt affirmative 
action. We find no objectionable features in committee print No. 2, 
Madam Chairman, but some of us are quite apprehe nsive that such 
a complete rewrite of a bill, as unan imously passed by the House, 
without materially changing any basic provisions of the bill, will 
cause further delay in conference and possibly preclude action m this 
session of the Congress. If the antimonopoly provisions of your 
committee print No. 2 require restatement, in the judgment of the 
committee, there can certainly be no objection thereto on the part 
of anyone. In our opinion there are ample provisions in present law 
for monopolistic practice controls to safeguard the public interest. 

Madam Chairman, in urging a favorable report and Senate approval 
of H. R. 9835, as amended, I am joined by the following business, 
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trade and civic groups, all of which have testified or filed detailed 
briefs with the House committee in the past 
American Association of Nurserymen 
American Association of Small Business, In¢ 
American Municipal Association 
Americal Warehousemen’s Association 
Associated General Contractors of Ameri a, [ne 
The Cordage Institut 
Institute of Serap Iron and Steel 
International Association of Blue Print and Allied Industries 
Th Inte mational Assoc lation of Lee C'ream Manufacturers 
he Marking Device Association 
he Milk Industry Foundation 
ational Associated Businessmen [rie 
ational Association of County Officials 
ational Association of Refrigerated Warehouses 
ational Association of Retail Drugegists 
ational Association of Waste Material Dealers, Inc 
ational Furniture Warehouseman’s Association 
ational Paint, Varnish and Lacquer Association 
he National Small Businessmen’s Associatior 
National Stationery and Office Equipment Association 
National Wooden Box \ssor iation 
Printing Industry of America, Ine 
Shipbuilders Council of America 
Southern States Industrial Council 
The National Association of Manufacturers, the Committee for 
Constitutional Government and many other groups have likewise 
endorsed the principles embodied in this legislation. 
Senator Surry. Thank you very much, Mr. Kile. Isn’t it true that 
the Business and Defense Services Administration of the Department 
of Commerce is conducting a study of Government commercial indus- 


T 
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trial activities? 

Mr. Kine. | understand it is 

Senator Smirx. In your opinion what do you think this bill would 
do that has not already been done? 

Mr. Kine. | think the very important thing, Madam Chairman, 
that this bill would do would be a declaration of policy to the business- 
men of the country that the Congress of the United States thinks that 
the commercial business activities of the Government of the United 
States should be curtailed, and Congress declare that policy publicly. 

It would vlve an incentive to all business to know that the senti- 
ment of the Congress is that these business activities of the Govern- 
ment should be reduced, and that there would be a forum where 
thev could vO and explain. 

Senator Smirx#. You would say that there is already that policy, 
but vou would like Congress to reiterate it? 

Mr. Kine. | think it would be a very good thing at this time if it 
were to be reaffirmed 

Senator Smirxa. Senator Ervin, any questions? 

Senator Ervin. No questions 

Senator Smiru. Mr. Reynolds? 

Mr. Reynotps. No questions 

Senator Smrrxa. Thank vou very much, Mr. Kile 





cE, 
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Has Mr. Walters come in? Mr. Thomas Walters is not here. 

Mr. Otis H. Ellis? 

Does anyone else want to be heard while we are waiting for Mr. 
Ellis and Mr. Walters? 

Mr. Reynouips. Madam Chairman, I might say I told them we 
were starting this hearing very promptly at 9 o’clock and they were 
all to be here. ; 

Mr. Camppetu. Madam Chairman, I don’t think that Mr. Walters 
will be here. 

Senator Smita. Thank you very much. We will wait 2 or 3 
minutes for Mr. Ellis. 

In the meantime there is a statement here from Hon. Cecil M. 
Harden, chairman of the Intergovernmental Relations Subcommittee 
of the House Committee on Government Operations. Without objec- 
tion that will be put in the record. Also one from the United States 
Chamber of Commerce, Clarence R. Miles. Without objection that 
will be included in the record. 

Statement from William Jackman, president of the Investors 
League, Inc. Without objection it will be included in the record. 

If there is no objection, a telegram from George J. Burger, 
vice president of the National Federation of Independent Business, 
Washington, D. C., will be included in the record. 

Senator Kennedy has been unable to get here at this time, to ask 
that a clipping from the Washington Post and Times Herald, Thurs- 
day, July 29, headed “Plan to Sell United States Plants Arouses Fear’’ 
by Warren Unna be placed in the record. 

Without objection it will be so ordered. 

(The documents above referred to are as follows: 

INTERGOVERNMENTAL RELATIONS SUBCOMMITTEE OF THE 
COMMITTEE ON GOVERNMENT OPERATIONS, 
Washington, D. C., Auqust 4, 1984. 
Senator MARGARET CHASE SMITH, 


Government Operations Committee, 
United States Senate, Washington 25, D. C. 

Dear SENATOR SmitH: I am pleased to know that your subcommittee has 
under consideration H. R. 9835, a bill to provide for the termination of Govern- 
ment operations which are in competition with private enterprise. This is a most 
important subject and one which the Harden Subcommittee on Intergovernmental 

telations has had under intensive study for 2 years. 

The implication of the Government’s competition with free enterprise is so 
broad as to be a genuine threat to industries in some parts of the country. In 
this connection I wish you would insert in the Senate record a resolution (copy 
attached) of the General Court of the Commonwealth of Massachusetts, memorializ- 
ing the Congress of the United States to enact legislation to prevent the Federal 
Government from engaging in business activities except as specifically stated in 
the Constitution. Through inadvertence this was not inserted in the House record. 

The resolution was inserted in the Congressional Record by Senators Saltonstall 
and Kennedy of Massachusetts on February 16, 1954. 

Attached also is a letter from the Library of Congress commenting on specific 
constitutional authority to the Federal Government for such activities. 

Sincerely yours, 
Ceci M. Harpen, Chairman, 


Excerpt From CONGRESSIONAL REcorRD, FEBRUARY 15, 1954, Pace 1618 


Resolutions of the General Court of the Commonwealth of Massachusetts; to 
the Committee on the Judiciary: 

“Resolutions urging Congress to pass legislation to prevent the Government of 
the United States from engaging in any business, professional, commercial, finan- 
cial, or industrial enterprise except as specified in the Constitution. 


51286—54 4 
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ve That the General Court of Massachusetts herebv urges the Congre 
of United St legislation which will prevent the Government of the 
| ed States from engaging ina business, professional, commercial, financial 
or industrial enterpri except as specified in the Constitution of the United State 
That co of these resolutions be sent forthwith by the secretary, 
te 1 he | ident of the United States, to the presiding officer of each 
ra of ( ner and to the Members thereof from this Commonwealt! 
Excere?T From CONGRESSIONAL Recorp, FEBRUARY 16, 1954, PAGE 1666 
\Ti KENNEDY Vly Pre 1e1 on behalf of mv colle: the senior Senator 
f 1 Massachuset \ir. Saltonstall] and myself, I present for appropriate refer 
und ask unanimous consent to have printed in the Record, resolutions of 
e General Court of Massachusetts, relating to the prevention of the United 
State Government from engaging in any business, professional, commercial 
fi ial, or industrial enterprise except as specified in the Constitutior 
Phe ng no obyection, the resolutions wer referred to the Committee 
Judiciary i 1 under the ile, ordered to be printed it the Record 
s printed in fu ( laid before the Senate by the Presid 
pore pbruar 15, 1954 1618, Congressional Record 
THE LIBRARY OF CONGRES 
AMERICAN Law Divisio 
Varcl } 19 
lou Con LLee m Crovernment Operations, Subcommittee o1 Inter 
( rnime | Relations 
Atte on: Hon. Cecil M. H let 
_ Cor vik I pow? f the United State to engage 1 busines 
eleted enterpr 
re le » vour letter of February 26, 1954. in which vou directed out 
res tlo or the General Court of Ve sachusetts whicl reads as 
0 ! I t the General Co irt of Mes achuse tts here by urges the Cor ore 
ol e United States to pass le lation which will prevent the Government of the 
| 1 State rr 2 n any business, prof ssional, commercial, financial 
lustrial enterprise, except es specified in the Constitution of the Unitec 
ked that we list the pecified ents rprises”’ exc pted bv the resolution 
operation of the post ystem is the only activity partaking cf the neture 
~ @ HDusiness, professions lL, commer ial, financial, or industrial hnterprise which i 
pecifically mentioned in the Constitution Authority to engage in numerous 
other enterprises rests upon article I, section 8, clause TR which empowers Con 
re to make all laws which shall be necessary and proper for carrying into 
‘ ‘ on the foregoing power Vet och v. Maryland (1819) 4 Wheat 
,16 


(CHAMBER O} 


Senator MARGARET CHASE SMITH 
Senate Office Building, Washington 


1) jt SENATOR SMITH The chamber of commerce of 
H. R. 9835, to provide for termination of 


your committee to approve S. 3/704 or 

















Mary Lourse Ramsey. 


COMMERCE OF THE UNITED STATES, 


Was] ngton 6, D. ¢ lugust 6, 1954 


5. D. ¢ 


ith 


Gove ment operations which compete wi private enterprise 

These bills would help identify Government products and services which busi 
ne ind industry can provide full as well 

| ( mber however, an amendment on page 3 beginning on lin¢ 
22 eliminate the wor “being carried on on the effective date of this act. « 
toa Government business-type operations.” 


Section 6, as passed by the House and in your identical Senate bill, could be 


terpreted as. s¢ lf-defeating That i 


terminate competing activities exce pt 





s, the language says the President may 


hose which are being conducted currently 


the United States urges 
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Elimination of the words as we suggest would remove anv doubt as to the 
power of the President, yet it would properly indicate that Congress did not want 
him to touch programs and projects which Congress has specifically authorized. 

Cordially yours, 
CLARENCE R. MILes 


Investors LEAGUE, INC., 
New York, N. Y., August 5, 1954 
Senator MARGARET CHASE SMITH, 
Chairman, Subcommittee, Government Operations Committee, 
Senate Office Building, Washington, D. C 

My Dear SENATOR: Since it is my understanding that the subcommittee of 
the Senate Government Operations Committee, under your chairmanship, will 
hold hearings on H. R. 9835, may I be permitted to file the enclosed statement 
with vour committee, covering the position of the Investors League on this bill 

I am enclosing 20 copies of the statement for whatever use you may have for 
them. 

Thanking you and with kindest regards, I am 

Sincerely, 


WILLIAM JACKMAN, President 


STATEMENT OF THE INVESTORS LEAGUE, IN¢ 


am William Jackman, president of the Investors League, Inec., with head- 
quarters at 175 Fifth Avenue, New York 10, N. ¥ The league I represent is 
the oldest and largest organization of investors, with thousands of members 





residing in every State of the Union it is an organization of investors, both 
small and large, who make up the backbone of our private enterprise system 
which is, in turn, the backbone of our national economy 

As there is a distinet possibility that the Treasury Department will shortly 
come forth and ask for an inerease in the debt limit, it is our contention that we 
should give consideration not only to the bill that is presently before vou, H. R 
9835, but to consider the significant consequences of this continued drift toward 
ever-expanding indebtedness. Yes, we should put our house in order and con 
mune with ourselves and see if we cannot possibly appraise the situation as it 
stands with the figures and facts that are available 

The Investors League is particularly interested in the fact that the act may be 
cited as the Termination of Federal Commercial Activities Act, and its purpose 
in providing for the termination of Government operations which are in com- 
petition with private enterprise 

It is our feeling that when the investigation as provided for in the act is com- 
pleted, lt is very likely to oecur to Congress that if the Fede ral properti¢ s now 
owned by the Government were sold to private interests the result would be most 
constructive from the standpoint of the national debt and tax revenues. In 
other words, if the proceeds from the sale of these properties were applied exclu- 
sively to a reduction of the national del be the reduction, we believe, would be 
substantial Obviously thereafter the Federal budget would not need to inelude 
interest on that portion of the Federal debt which had been retired. The prop- 
erties, when operated under private ownership, would add large sums of new tax 
revenue which the Government has heretofore not received. This additional 
revenue should result in at least a balanced budget if not make possible further 
tax reduction. 

Completely separate and apart from the revenue or tax features of such an 
objective is the fact that they are in line with the Investors League’s objectives 
in helping to maintain the private enterprise system for it is well known that 
private operating enterprises cannot compete with Government-owned concerns 
for two very good reasons. One is that the Government-owned enterprises are 
free from taxation, and the other one is that the funds necessary to keep them in 
operation and allow for growth come from the taxpayer rather than from the 
investor public. If our private enterprise system is to serve the public well, the 
competitive conditions under which it operates must not only be fair but it must 
be similar in all instances. In other words, the same rules must apply te all 

Obviously if one group of enterprises enjoys definite Government-bestowed 
advantages, it will eventually destroy the other. As the distinguished chairman 
of the House Government Operations Committee, Congressman Clare Hoffman, 
has said, ‘‘* * * if the Government engages in activities which the citizen nor- 
mally carries on, the Government deprives the citizen of his ability to pay the 
taxes without which the Government cannot exist.’’ 
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Just over a vear ago Charles E. Wilson, former head of the General Electric 
Co., suggested that the Federal Government dispose of its investment in business 
enterprises by forming corporations whose stock would be purchased by the 
holders of Federal bonds. Many individuals since have made similar suggestions 
| wonder if this committee has given any thought to the magnitude of Uncle 


m. Ine 
Che Seventh Intermediate Report of the House Government Operations Com 
tee states the reported capital assets of the Federal Government as of December 


31, 1951, were $146 billion Various estimates of from $20 to $50 billion have beer 
ade of the liquidatable activities in the $146 billion. If $30 billion is accepted 

is a reasonable estimate, let’s compare it with stockholders’ equities in some of 
Nation's biggest private enterprises. Ladies and gentlemen, it would requir 
f the net worth of 29 well-known American companies to equal the Govern- 


ent $30 billion investment in liquidatable business enterprises. These 29 
panies are composed of 2 of the largest from each major industry, plus | giant 
ions field. They are: 








\r can Telephone & Telegraph Co Pacific Gas & Electric Co 
St lard Oil Co. of N. J Consolidated Edison Co. of New Yor} 
s Vacuum Oil Co Anaconda Copper Mining Co 
Gy Cl Motors ¢ orp Kennecott Copper Corp 
( er Corp sank of America (California 
| ted States Steel Cor} National City Bank cf New Y« 
Bethlehem Steel Corp American Tobacco Co 
I I 1 Por t de Nemo irs R J Revnolds Tobaeco Co 
| yn Carbide & Carbon Corp Swift & Co 
Pe svivania Railroad Co General Foods Corp 
Sante Fe Railraod Goodyear Tire & Rubber Co 
General Eleetrie Co Firestone Tire & Rubber Co 
Westinghouse Electric Co The Great A. & P. Tea Co 
Sear Roebuck & Co Safeway Stores, Ine 
Montgomery Ward & Co 
When we consider that the national debt is close to the $275 billion limit se 
C ess and that we have admitted, liquidatable, competitive Gover 
esses larger than 29 leading private corporations in the United States 
me for more business in Government and less Government in busines 
\lad Chairman, the Investors League firmly believes that there is over $30 
liquidatable assets now held by the Federal Government that ean be 
1 rivate investors The members of the Investors League stand read, 
est in these assets as private enterprises They are sick and tired of having 





els nvest } r earl gs for them 


the a 
We believe that H. R. 9835 sets up the best machinery for seeking out and 


l 


the liquidatable assets of the Federal Government. We believe that the 
establishing it as the duty of the Secretary of Commerce to act under the 
ructions, rule Ss, al d regulations issued by the Preside nt, to receive from the 
uublic and examine specific complaints of Government competition with private 


prise and, where the facts warrant, consult and cooperate with officers of 
the Government supervising the Government business type operations com 
ned about in order to suggest, where appropriate, the termination or limitation 


Government competition through the utilization of private facilities, products 
r ices, Will halt the tendency to create new activities apparent in many 
lepartments and agencies And finally, Madam Chairman—and mav I add, 
a) nportant we believe it is high time the Congress goes on record as being 


st the Government being in any kind of business in competition with it 
people which violates the basic concept of the public interest 
lhe declared policy in section (6) of H. R. 9835 gives specifie authorization te 
President to determine, after investigation, the commercial activities engaged 
bv the Federal Government which can be carried on by private enterprise. 
And in section (7) the provision requiring the President to make an annual report 
o Congress on the operations of this act, etc., firmly establishes the declared policy. 
Madam Chairman, we believe you and the members of your committee will agree 
the end we are all dependent upon the executive branch to stop at least 
85 percent of these activities that the Congress never specifically authorized, does 
not now condone, and apparently wishes halted 
If the Congress expresses its desires, in this form, to see these activities turned 
back to the citizenry and the executive fails to act, this same Congress can tak: 
more drastic steps through its appropriating and other powers to force the hand 
; » Executive. 





Behind the framework of our entire economy in the United States, as you know, 
lies the free-enterprise system. This system must stand if the country as we 
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aw 


know it is to stand; if future generations are to have the comforts and benefits 


we have enjoyed in the past and are enjoying today There is no escape from 
that fact I know it, you know it, and every member of the Investors League 
KNOWS It 

Anything and everything that can be done to preserve the free-enterprise 
system is of concern to the investing public. 7 he Investors League urges a 
favorable report and quick passage of H. R. 9835 Let’s get the Government out 


of competitive business 


WASHINGTON, JD. lugqust 6, 19 
Ho VIARGARET CHASE SMITH, 
(ha mar Subcommittee on Government Ope 


Senate Office Building, Washington, D. ( 


In lieu of personal appearance before your committee, now holding hearings 


H. R. 9835, we respectfully request that this statement be filed with the 
record of the hearings Let it be understood for the record that no officer or 
group of officers of the federation is permitted to speak official! for the feder 
ation on any legislative or economic problems until the entire nationwide men 
bership is polled on the proposition In this procedure the federation’s posi 
tion is strictly neutral Che pro and con is pre ed in a neutral way, giving 
both sides of the proposition in a fair and impartial mannet We state this iu 

iew of the fact that the federation doesn’t attempt to present the propositior 
n such a manner as to obtain a directed answer Che members themselves 
nake up their own minds pro or cor The proposition on the bill before vour 
ommittee Was presented to our nationwide membership through its official 
publication, The Mandate, No. 203, which I would like to have made a part 
of the record of the hearings You will rote i presenting this question t the 
nembers, the pro read Federal s.gencies are in so ma business-ty pe activitie 
that thev are a threet to privete industry and lebor, endanger our tex structure, 
and are in mat industries a step toward socialist Ni at of these businesses 


employ thousands of people and have capitel assets running into billions upor 











billions of dollars \etually, Unele Sam is our largest insurer, our largest 
holder of grazing land, our largest owner of grain, our largest warehouse operator 
our largest shipowner, and our largest truck-fleet operetor This competition 
hould be eurtailed or eliminated The con read Weigh this bill carefully 

It would vastly increase Presidential power, diminish the power of Congress 
Many Government business programs are based on legislation passed by Con- 
gress, If thev are to be eliminated, Congress should kill the underl’ing legisletior 

It could mean, too, increased costs reflected in her taxes \luminum scrap 
people last veer urged the militarv to get out of screp processing. But investiga- 
tion showed Government wes doing job for far less than privs.te industry eould 
\re we willing to risk these dangers at this time?’’ This poll reached at least 
100,000 independent business and professional met It was nationwide in its 
coverage. The result of the poll, as disclosed in Mandate No. 204 was 89 percent 
for, 17 percent ageinst, 3 percent no vote I would also like to have this made 


part of the record of the hearing 


During war emergencies there mav be some justificetion for the Government to 
actively engege in the business world However, such operation should be cor 
fined to an emergency end when the emergeney is over the overnment’s ope re tion 


in business should cease. In most instances the real victims of Government in bus- 
ness are the independent producers and independents in the distribution field. We 
have watched the development of the post exchange and ship’s stores by the 
armed services. They have their rightful place to serve the armed services under 
certain conditions, but when the operations of these post exchanges and ships’ 
stores go beyond this it results in further inroads of the Government in business 
all tending to reduce the position of independent business The above example 
to a degree, is miniature compared with the overall effects of Government opera- 
tion in business. Whether the operation is large or small it should be curbed or 
eliminated. We have watched another example. We have been continually 
petitioned by many members of the federation as to the alleged unfair practices 
of the Rural Electrification Administration where it appears from the reports we 
receive that certain practices are being pursued by that agency, direct or indirect 
tending to eliminate independent businesses in certain commodities. Madam 
Chairman, these are facts as reported from the grassroots—our nationwide 
membership—and due to the direct nationwide vote of our members, as quoted 
above, we urge the approval of the legislation. 
GEORGE J. BURGER, 
Vice President, National Federation of Indepe ndent Business. 
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Che Washington Post and Times Herald, Thursday, July 29, 1954 
Pran To Sect Unitrep States PLants Arousts FEAR 
By Warren Unna, staff reporter 


Secretary of the Interior Douglas MehKay’s announced program of disposing of 


he Government’s multi-million-dollar helium, titanium, and zirconium produc- 
tion facilities vesterdav caused a hasty scheduling of a House Interior and Insular 
Affairs Committee hearing 
Congressman A. L. Miller (Republican, of Nebraska), committee chairman, 
dso many members of his group were disturbed by the implications to mining 
at he has ealled for testimony at 10 a.m. Monday in room 1324 of the New House 
Office Building 


In a release Tuesday night, Secretary MeKay announced the Government was 
tepping out of the production business in order to carry out the administration’s 
policy of leaving such activities to private enterprise 


Che Secretary also approved a Bureau of Mines survey which would gradually 
halt all Federal safety inspections of coal mines and shift such responsibilitv to 
dividual States MekKay also decided to drop research on oil shale and curtail 


expansion on experiments in making gaseous and liquid fuels from coal and lignite 

The Government has a monopoly on the Nation’s helium production and an 

timated 85 percent of the output goes to Government agencies, usually at cost 
Che United States’ 4 production plants are valued at an estimated 12 to 15 
nillion dollars 

Pitanium is used for defense purposes, particularly in jet engines. Three pri- 
vate firms produce the metal in addition to the Government. 

The Bureau of Mines is currently the sole producer of zirconium and supplies 
the Atomic Energy Commission. A private firm is due to open soon at Niagara 
Falls 

Congressman Miller expressed misgivings over halting research on oil shale and 
oil from shale. 

Representative Augustine B. Kelley (Democrat, of Pennsylvania), member of 
the House Edueation and Labor Committee and a coal operator himself, said 
lropping Federal Inspection of coal mines would “‘emasculate’’ Bureau of Mines 
authority. 


Senator SmiruH. There may be some other statements and clippings 
or requests come in, and without objection they will be included in 
the record upon request. 

Is Mr. Brylawski here? 

(No response. ) 

Mr. Reynoups. He will submit a statement. He said he would 
be here and would like to present it personally. 

Senator SmirxH. Henry H. Brylawski of the District of Columbia 
Business Practices Council. The statement will be included in the 
record when and if it comes in. 

(The statement of Henry H. Brylawski is as follows: ) 


STATEMENT OF HENRY H. BrRyYLAWSKI, EXECUTIVE SECRETARY AND GBNERAL 
COUNSEL OF THE Districr oF CoLumMBIA Business Practices CouNcIL, 


‘ 


WasHInGTon, D. C. 


Mr. Chairman, my name is Henry H. Brylawski, attorney at law, with offices 
in the Woodward Building, Washington, D. C. I make this statement in behalf 
of the District of Columbia Business Practices Council, of which I am executive 
secretary and general counsel. 

The District of Columbia Business Practices Council is an organization com- 
posed chiefly of retail merchants in the District of Columbia. Its principal 
purpose is to promote and advance the interests of the mercantile industry in the 
District of Columbia. 

The council believes that Government competition with private industry is 
contrary to the fundamental economic principles upon which our country was 
founded and upon which its economy is based. The council believes in a system 
of free enterprise unencumbered by Government regulation or competition, unless 
required by emergency conditions. 
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With these basic concepts in mind, the District of Columbia Business Practices 
Council desires to go on record as favoring legislation which reaffirms these 
principles and assists in their perpetuation in our economy. 

We have, therefore, examined H. R. 9835 with interest. 

The council does not desire to comment on the technical aspects of this legisla- 
tion, feeling that it is beyond our province to suggest language which might be 
employed to perfect it, although we feel that something more than a declaration 
is required, 

We desire, instead, to go on record as favoring this legislation in principle and, 
at the same time, to bring to the committee’s attention examples of Government 
competition with private industry which will help to illustrate the real need for 
this type of legislation. 

In Washington and elsewhere throughout the country, wherever there are 
concentrations of Federal employees, there are great numbers of clubs, credit 
unions, recreational associations, and like organizations made up of Government 
employees and operating within the framework of Government installations 
These organizations have rightfully received the benefit of official encouragement 
and assistance from the various Government departments. We would like to 
say at the outset that we recognize and approve of the fine work that these 
organizations accomplish in the enhancement of morale and in other aspects 

However, a good many of them include among their major endeavors the 
operation of selective discount purchase ventures \ survey conducted for the 
council has disclosed that the purchase clubs operated by the employee organ- 
izations have, through direct solicitation and otherwise, obtained for their mem- 
berships discounts from regular prices on many items of merchandise as well as 
other services that are not available to the buying public at large 

The survey disclosed that in some instances actual retail outlet stores are 
maintained, in one instance at least within Government space. It also disclosed 
that in furtherance of the discount activities, the Government’s time, space, 
stationery, and mailing privileges were often utilized 

The discount club activity occurs in several forms. In most instances it con- 
sists of obtaining from certain cooperating retail merchants discounts available 
only to the organization members. In others direet quantity purchases are made 
by the clubs for distribution to their members. In still others retail stores were 
actually operated by the employees. 

While these activities have not been carried on by the Federal Government 
directly, the facts are that they have been countenanced and encouraged by the 
Government and that they have been operated out of Government buildings 
through organizations which are semiofficial arms of the Government. On the 
surfact they have all the indicia of being official Government activities. This has 
created for them an atmosphere denoting opertion by the Government, or, at 
the least, with Government approval which, of course, has contributed toward 
their widespread acceptance by Government employees 

In addition to the violation of the fundamental principle of the separation of 
the Government from private enterprise, both Federal and State laws are violated 
by these activities, laws including the Robinson-Patman Act which very definitely 
prohibits the granting, soliciting, or acceptance of selective discounts, except 
under circumstances which are not present in these cases. 

The council has obtained authoritative legal opinion that the Robinson-Patman 
Act would apply to the discount purchase clubs in the District of Columbia 
without regard to the question of interstate commerce. In addition, the fair 
trade laws of the 45 States where such laws are in effect are being violated by the 
clubs which conduct discount purchase activities within those States. 

We are glad to report that, after bringing these conditions and activities to the 
attention of the appropriate Government officials, steps were taken which may 
serve to cause the discontinuance of these purchasing activities. Conferences 
were held with the Secretary of Commerce and with representatives of the Bureau 
of the Budget. These conferences culminated in a bulletin to the heads of the 
executive departments and establishments from the Director of the Budget, a 
copy of which is attached to this statement (Bulletin No. 54-11). 

In this bulletin the Bureau of the Budget has advised the heads of executive 
departments and establishments to eliminate any consumer purchasing practices 
of Federal employee organizations which may be in violation of law. 

In addition, the bulletin emphasizes the responsibility of the heads of depart- 
ments and establishments for assuring that such facilities are not devoted to 
activities of such organizations in violation of law. 
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Che Director of the Budget also wrote to the council explaining in more detail 


the Bureau's position \ copy of this letter, dated June 18, 1954, is also attached 
We are very appreciative of the action taken by the Director and in order that the 
1dministration’s position on this subject might be better known by the variou 
agencies we have reproduced and distributed his letter to a number of departmental 


The Director of the Budget, however, did not consider this subject from the 


tandpoint of Government interference with private enterprise, but primarily 

fro the question of violation of law or the unauthorized use of Government 

facilities and resources. For this reason, as well as others, we feel justified in 
ring the subject to the attention of this committee 

We believe that, when considered in the perspective in which it operates, the 


ount purchase activities of the various quasi-official Government employee 

ranizations constitutes an important and serious form of competition on the 
part of the Government with private enterpris 

We desire, therefore, to place this brief outline of this activity in vour record 
is an additional example of the need for corrective action of the kind provided 


legislation now under consideratior 


EXECUTIVE OFFICE OF THE PRESIDENT, 
BUREAU OF THE BUDGET, 
Washington 25, D. C., June 18, 1954. 
Vir. BERNARD N. BURNSTINE, 
Preside nt, D.¢ Business Practices ( ouncil, 
Washington 5 D ( 


Dear Mr. BuRNsTINE: The Bureau of the Budget has given further considera- 
on to the questions you have raised with us in connection with consumer pur- 
chasing activities of voluntary Federal employee organizations. 

As we advised you at our meeting of March 29, the Bureau fully recognizes the 
importance of bringing to the attention of the executive departments and estab- 
lishments complaints with respect to alleged improper use of Government facilities 
and manpower in activities of certain Federal emplovee organizations. In view 
of the responsibility of the heads of departments and establishments for assuring 
that Government facilities and manpower are not devoted to activities of such 
rganizations in violation of the law, we believe that examination and review of 
such complaints are the responsibility of the heads of the appropriate executive 
agencies 

The Bureau of the Budget has therefore issued the enclosed bulletin to the heads 
of all executive agencies, bringing to their attention the types of complaints that 
we have received and requesting them to take appropriate action to assure that 
Government facilities and manpower are not devoted to activities of Federal 


employee organizations in any manner or for any purpose contrary to law. This 
bulletin should facilitate your efforts to bring specific situations directly to the 


attention of the agencies involved. 

To the extent that vour organization has questions with respect to consumer pur- 
chasing activities carried on by Federal credit unions organized by groups of Fed- 
eral employees, we believe that your questions should be directed to the Bureau 
of Federal Credit Unions of the Department of Health, Education, and Welfare 
since it is that ageney of the Federal Government which has legal responsibility 
for administration of the Federal Credit Union Act in connection with Federal 
credit unions organized by groups of Federal employees or by other eligible groups 
of citizens 

We expect that the heads of the various agencies concerned will give careful 
attention to specific complaints of violation of law, and that they will be anxious 
to eliminate any practices which may be demonstrated to conflict with the fair- 
trade laws. However, we do not believe that it is either feasible or desirable to 
establish Governmentwide policies which might have the effect of depriving these 
Federal emplovee organizations of the opportunity to engage in activities of a 
type which are commonly accepted as normal functions of employee organizations 
sponsored or permitted by private employers. 

In summary, we have concluded that any action of the Bureau of the Budget 
in regard to issues you have raised should be limited to calling the agencies’ 
attention to their responsibilities in these matters. It is on the basis of this 
conclusion that the enclosed bulletin has been issued to the Federal agencies 

Sincerely yours, 


R,OWLAND Huauss, Director 
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EXECUTIVE OFFICE OF THE PRESIDENT, 
BUREAU OF THE BUDGET, 
Washington 25, dD Ae June 18. 1954 


BULLETIN No. 54-11 


Subject: Use of Government Facilities and Manpower in Activities of Federal 
Employee Organizations 


To the Heads of Exec itive De partn ents and Establishments 


1. This bulletin (a) brings to the attention of the departments and establish 
ments complaints received by the Bureau of the Budget with respect to alleged 
improper use of Government facilities and manpower in activities of Federal 
employee organizations and (b) emphasizes the responsibility of the heads of the 
departments and establishments for assuring that Government facilities and 
manpower are not devoted to activities of such organizations in violation of law 

2. The Bureau of the Budget has received complaints from several sources 
that voluntary organizations of Federal emplovees are improperly utilizing 


Government facilities and manpower in some of their activities, specific reference 
being made to certain consumer purchasing activities which are alleged to be in 
violation of fair-trade laws or are claimed to be otherwise improper Among 





these complaints are charges that Government space has been used in the storage 
ard display of consumer merchandise available for sale to employees, that penalty 
mail indicia have been improperly used, and that Government manpower has 
been improperly used in administering bulk purchasing activities of such groups 
Where these complaints have been specific the Bureau of the Budget has referred 
them for investigation to the heads of the agencies concerned. 











3. Voluntary organizations of Federal employees which contribute to the 
welfare and morale of Federal employees merit the encouragement and support 
of the departments and establishments. It is not believed either feasible or 


desirable to establish Governmentwide policies which might have the effect of 
depriving these organizations of the opportunity to engage in activities of a type 
which are commonly accepted as normal functions of employee organizatior 


sponsored or permitted by private employers. The head of each department 
and establishment should, however, take appropriate action to assure that the 
support provided to such organizations does not result the use of Government 
facilities and manpower in any manner or for any purpose contrary to law 


RowLanp R. H HES, Directo 


Senator SmitH. Is James C. Lueas of the American Retail Federa- 
tion here? 

Mr. Lucas, did vou have a statement? 

Mr. Lucas. I have a statement I believe it is before you, Madam 
Chairman. 

The prepared statement submitted by James C. Lucas of the 
American Retail Federation, Washington, D. C. is as follows:) 


STATEMENT OF THE AMERICAN RETAIL FEDERATION With Respect ro H. R. 9835 


At the conclusion of an investigation of domestic Armed Forces exchanges and 
commissaries by the House Committee on Armed Services in 1949 the committee 
stated officially that it had ‘come to the conelusion that the Armed Forces are 
actively competing with established private business. In accordance with current 
regulations, a very wide range of merchandise is being sold through post exchanges 
and ships’ service stores and most of it duplicates merchandise being sold be retail 
businessmen within the same general area of the service activities. Due to the 
fact that post exchanges and ships’ service stores are not subject to State taxes, 
have not imposed a Federal retailer’s excise tax on appropriate items, have no rent 
to pay, pay only a portion of the upkeep of the premises, pay only a portion of the 
utilities and pay no salaries of the military personnel emploved in the activities, 
it is inevitable that these stores can sell merchandise at a much lower price than 
merchants in the same vicinity. We deem this to be unfair competition.” 

Twenty-five retailers appeared before that committee and told of the impact of 
exchange competition upon their business. Many of these individuals later were 
subjected to severe retaliation, even boycotts, from local Armed Forces personnel 
many suffered substantial losses in business because they had dared to speak out 
against the practices of exchanges. 








ts, 
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Late in 1949, an agreement was reached between the Armed Services Committee 
and the Department of Defense whereby: (1) the Federal retail excise tax would 
be collected by exchanges; (2) the special order system for purchasing unstocked 
merchandise would be terminated; (3) the list of approved items for resale in ex- 
changes would be curtailed and price limits established; and (4) steps would be 
taken to insure that unauthorized individuals would not be allowed to purchase 
in exchanges or commissaries. 


DISREGARD OF AGREEMENT ON RESALE ACTIVITIES 


Soon after the outbreak of the Korean war there was a recurrence of ¢ ompls 1ints 
of unfair competition on the part of Armed Forces exchanges and commissaries 
When these complaints were called informally to the attention of the House 
Armed Services Committee, we were informed by the staff that such information 
would have to be documented with names, prices, places, and description of 
the merchandise. Accordingly, in November and December 1952 retail organi- 
zations sponsored a survey of 14 Army, Navy, Air Force and Marine exchanges in 
Illinois, Ohio, Virginia, and the District of Columbia. This sampling survey 
was undertaken by a professional marketing research agency. The result of the 
survey indicated that unauthorized civilians could easily purchase merchandise 
in any exchange and that a system of referrals was widely employed whereby 
merchandise not available in the exchange, such as electrical appliances and 
other luxury merchandise, could be purchased at a discount at favored establish 


ments off the military installation. The survey also showed that the authorized 
list of resale items was being ignored by some exchanges. 
On March 27, 1953, the re port of this survey was submitted to the chairman of 


the House Arme d Services Committee. Subsequently, the survey was referred 
to a Subcommittee on Defense Activities, the chairman of which was Representa 
tive William E. Hess (Republican, Ohio). The subcommittee issued a report on 
August 12, 19538, which amounted to a complete whitewash and stated that 
“exchanges are being properly run in the best interests, not only of the service 
man and woman, but of the public as a whole.”” This report attacked the Ameri- 
can Retail Federation in very intemperate terms and referred to merchants as 
“unscrupulous characters’? who frequently preyed upon service personnel and 
“‘muleted’’ them of their “small pay. 

The federation answered these baseless accusations as follows 

1. Retailing has always dhhadted. and will continue to object, to the type of 
Government competition with private industry represented by Armed Forces 
exchanges as they are presently operated. 

2. Retailing responded to the Philbin subcommittee’s admonishment to observe 
and report violations of the 1949 agreement. This fact evidently was overlooked 
in the Hess subcommittee report 

3. The report of our survey of 14 exchanges speaks for itself 

1. Even the ‘‘more vocal critics’? among retailers have never advocated the 
closing of exchanges 

5. Te my that the list of resale items proposed by retailers would destroy 
exchanges 1s ridiculous—the proposed list merely eliminates luxury and semi- 
luxury m erchandise 
6. No one can seriously maintain that ey merchants are ‘‘unscrupulous 

eters’? who mulet the serviceman of ‘‘his small pay.’ 

7. Retailing questions the premise that the service man and woman should not 
he ¢ xpected to pay the same price as civilians 

8. The operation of exchanges should be made to conform to the origina! 
dictates of the Congress to supply service men and women with ‘‘items of small 
personal needs”’ and ‘‘items of convenience and necessity.” 

9 There was absolutely no evidence and no showing by the Hess subcommittee 
that retailing’s investigators committed any unlawful act 





EXTENSIVE PUBLICITY GIVEN ‘‘HESS REPORT” 


The Hess subcommittee report received wide publicity through official and 
unofficial military sources. While the ARF survey and the congressional investi- 
gations had the effect of at least temporarily tightening up exchange operations 
the Department of Defense has taken the subcommittee report as a clean bill-of- 
health and encouragement to expand the activities of exchanges. 

The most recent published article in this connection to come to our attention 
appears on page 20 of the July 1954 issue of Reader’s Digest. This article contains 
the typical distortions of facts about PX’s and commissary store operations and 
retailing’s attitude on the subject. 
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\ further endorsement of exchange operations wa Sue t Secretary of the 
Air Force Harold E. Talbott at a press conference on September 28, 1953, when 
he stated that ‘‘a fellow should be able to buy anything he wants through the post 
exchange.” 

Secretary Talbott also stated that the De partment ol Defense had 1 mind 


submitting legislation to the Congress which would be designed to provide Armed 
Forces personnel with a ‘‘bill of rights’’ covering fringe benefits such as PX’s, 


commissary stores, medical attention for dependents, clubs, swimming pools, ete 


Such a‘‘bill of rights,’’ however, has not been proposed, insofar as we know 


ORIGIN OF MILITARY EXCHANGES 


The history of PX’s dates from 1895 when the Secretary of War issued this 
directive 

“The post exchange will combine the features of reading and recreation rooms, a 
cooperative store, and a restaurant Its primary purpose is to supply the troops, 


at reasonable prices, with the articles of or 


inarv use, Wear, and consumption, not 





supplied by the Government, and to afford them means of rational recreation and 
amusement 


res to stock and sell 


In subsequent legislation the Congress authorized exchang 
“small items of convenience and necessity” or “items for the comfort and content- 


ment” for Armed Forces personne 





As the Armed Services Committee discovered in 1949, exchanges have deviated 
substantially from these original standards Some improvements, somewhat 
temporary in nature, were achieved 1949. Now we have proof that the 1949 
agreement is being widely disregarded 

Retailers underste and appreciate that some sales and restaurant facilities 
on Armed Forces ations provide a mportant moraie tactor that pront 


from exchange sales are used for a worthy cause, i. e., to provide recreation and 
amusement facilities not provided for from appropriated funds; but these sales 
outlets need not be and should not be department stores, offering s! opping mer- 
chandise in a wide range of choices and prices 

Retailers would have no quarrel with the Department of Defense if the Army- 
Air Force Exchange Service and its Navy and Marine counterparts, observed the 
reasonable standards established by the Congress for the operation of domest 
exchanges to supply Armed Forces personnel “1tems of convenience and necessit\ 
These terms, in our opinion, however, cannot reasonably be construed to ineluds 






the glittering array of merchandise now displaved in exchanges across this country 

Most of the sales stores are tastefullv decorated and efficiently equipped with 
the latest type display cases and generally provide a comfortable shopping atmos- 
phere comparable to a modern downtown department store. If you were to visit 
the exchange at Bolling Air Force Base here in Washington, vou would find a 
large, completely departmentalized retail operation with choice stocks of standard 


brand merchandise at prices averaging up to 25 percent below prices in downtow! 





stores. You would find a barber shop, a beauty shop, a laundry and dry-cleaning 
shop, a watch-repair shop, vending machines, and a shoe-repair shop. There are 
at least a half dozen similar exchange operations in the District area. All of these 
Government sponsored sales outlets are located within minutes of easily accessible 
and completely adequate commercial shopping facilities. ‘There is no conceivable 


hardship for Armed Forces personnel and their dependents to shop in and around 
Washingtor Neither the District Government nor the State of Maryland receive 


any sales tax revenue from sales in these exchanges 


RECENT DEVELOPMENTS 


In 1948 there were 374 Army, Air Force. Navy and Marine Corps exchanges in 


the continental limits of the United States hese exchanges employed 17,468 


civilians a 





d 1,193 uniformed personnel We are unaware of the numbers today 


but we are confident that the figures are substantially greater We do know that 
Army and Air Force exchange sales in 1953 amounted to $367,288,383. Navy 
exchange sales in that year amounted to $124,426,900. Sales in Marine exchanges 
are estimated at $30,400,000 Thus a total of $522 million in exchange sales 
occurred in 1953 Anv such sales volume figures need to be adjusted to customary 


retail levels in order to reflect the true picture of the extent of exchange competition 
to private business 

The net profit on $367,288,383 of Army-Air Force exchange sales in 1953 was 
$29,540,502—or slightly more than 8 percent When this net profit figure is 
applied to $522 million the result is $41,760,000 for the year 1953—not an in- 
significant amount 
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It has become a common practice for exchanges to seek ever-increasing volume 
of sales by means of newspaper advertisements, special sales, displays, and all 
the other types of sales promotions ordinarily used by commercially operated 
department stores. <A part of this aggressiveness stems from the fact that civilian 
exchange managers often have been schooled in some of our more successful retail 
establishments and their salaries are determined by achievement of certain volume 
of sales. Such incentive employment contracts in exchange operations cannot be 
justified. Rather a great many of our difficulties are occasioned by individuals 
who may be tempted to disregard both the letter and the spirit of the regulations 
in order to obtain volume 

This type of competition not only is unfair to private enterprise but it denies 
State and local governments of substantial revenues in sales taxes, and property 
taxes. We know of no instance where exchanges collect these taxes on Armed 
Forces installations. The loss of corporate income taxes to Federal and State 
Governments must also be substantial upon such a large volume of annual sales 
Losses in other types of taxes, rents, and insurance can only be imagined 

Kxchanges, as they are now operated, create in the minds of consumers, gener- 
ally, who come in contact with these prices, a distrust of the integrity of retailers 
as price makers because the layman can’t understand that these military stores 
are operated with few, if any, of the overhead costs of doing business which the 
retailer must add to his cost before he reaches the break-even point, let alone show 
a profit 

here are extensive exchange facilities operated overseas and rightly so. No 
one would object to making available any needed commodity to personnel serving 
out of the country Our concern is entirely with the domestic picture 


THE RELATED PROBLEM OF COMMISSARY STORE COMPETITION 


The commissary store problem is closely allied with the PX problem. The two 
problems were investigated simultaneously in 1949 by the Philbin subcommittee. 
The recommendations of the subcommittee in some respects were identical; in 
others the subcommittee went further and urged the closing of commissary stores 
where adequate commercial facilities were available at reasonable distances from 
military installations and where food was offered at competitive prices. 

Disregard of these criteria by the Department of Defense prompted more drastic 
action in 1953 when the Appropriations Act forbade the use of Federal funds after 
December 31, 1953 to operate commissary stores in areas where, on the basis of 
criteria determined by the Department of Defense, it was found that the operation 
of commissary stores are not justified. The Congress again within the past few 
weeks, has approved this policy and extended the 1953 restrictions upon com- 
missary store operations as follows: 

“Src. 717. No appropriation contained in this Act shall be available in connec 
tion with the operation of commissary stores of the agencies of the Department 
of Defense for the cost of purchase (including commercial transportation in the 
United States to the place of sale but excluding all transportation outside the 
United States) and maintenance of operating equipment and supplies, and for the 
actual or estimated cost of utilities as may be furnished by the Government and 
of shrinkage, spoilage, and pilferage of merchandise under the control of such 
commissary stores, except as authorized under regulations promulgated by the 
Secretaries of the military departments concerned, with the approval of the 
Secretary of Defense, which regulations shall provide for reimbursement therefor 
to the appropriations concerned and, notwithstanding any other provision of 
law, shall provide for the adjustment of the sales prices in such commissary stores 
to the extent necessary to furnish sufficient gross revenue from sales of commissary 
stores to make such reimbursement: Provwzded, That under such regulations as 
may be issued pursuant to this section all utilities may be furnished without cost 
to the commissary stores outside the continental United States and in Alaska: 
Provided further, That no appropriation contained in this Act shall be available 
in connection with the operation of commissary stores within the continental 
United States unless the Secretary of Defense has certified that items normally 
procured from commissary stores are not otherwise available at a reasonable 
distance and a reasonable price in satisfactory quality and quantity to the military 
and civilian employees of the Department of Defense.”’—(Public Law 458, 
Department of Defense Appropriations Act, 1955. Approved June 30, 1954.) 

Several organizations have launched propaganda drives to try to block the 
closing of any commissary store. These organizations include the Gold Star 
Wives of America, Inc., the Gold Star Sons and Daughters, Navy Wives Clubs and 
the Fighting Homefolks of Fighting Men. The elimination of commissary stores, 
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they complain, would be tantamount to a reduction of 15 percent in services 
men’s pay Circulars have been distributed urging service wives to write Cor 
gressmen and other public officials to protest the proposed elimination of con 
missary stores or the curtailment of PX privileges 

This effort evidently has not been ineffective (According to a report issued by 
the Secretary of Defense on December 10. 1953, o lv 6 commissary stores out of a 
total of 216 have been closed Three of tnese stores were close ] because the 


stations were reduced in size; the reason for closing the other three was not re 


vealed. The DOD report stated that 38 other commissary stores in metropolitar 





areas would remain under continued surveillance Insofar as we know none of 
these has been closed We understand that some new commissary stores have 
been opened within the past vear 

The American Retail Federation believes that the enactment of H. R. 9835 as 
it is proposed to be amended in Committee Print No. 1, would go a long way 
toward assuring business that the unfair competition arising from the operation 


of commissary stores in metropolitan areas and the expansive selling of luxury 
and semiluxury merchandise in military exchanges, would be eliminated 


Senator Smitu. You didn’t want to say anything in addition? 

Mr. Lucas. No, thank you very much 

Senator SmirH. Stephen Slipher of the United States Savings and 
Loan League has requested that his statement be included in the 
record, and it will be so done without objection 

(The statement above referred to is as follows 


STATEMENT RE H. R. 9835 By STEPHEN SLIPHER, STAFF VICE PRESIDENT, UNITED 
STATES SAVINGS AND LOAN LEAGUI 


The [ nited States pavings and Loan League supports H. R. 9835 and the 
objective of the bill of reducing and eliminating competition of Government cor- 
porations with private business. For many years the league has, at its annual 
convention, adopted resolutions in line with the objectives of the bill. 

When this measure was before the House Committee on Government Operations 
the United States League submitted a memorandum regarding the competitive 
character of the Postal Savings System which is one example of undesirable and 
unnecessary competition by a Federal instrumentality with private industry 
The league feels that there are many phases of housing and home financing in which 
the Government has stepped beyond the desirable limit in competing with private 
business 

H. R. 9835 not only sets forth the facilities for determining and eliminating 
Government competition, but sets forth clearly a congressional intention that 
private business shall be free from unwarranted competition from Government 
enterprises. In behalf of its 4,100 member savings and loan associations the 
United States Savings and Loan League urges the enactment of the bill. 








Senator SmirH. The meeting was called at 9 o’clock so we would be 
sure to get everybody in before the Senate met. We will wait another 
2 or 3 minutes 

We have a letter here from Mr. Ellis which will go into the record, 
and we also have his statement as present d to the House committee 
We shall be glad to put these into the record, but we are using the 
House hearings to base our decision on 

(The letter and statement above referred to are as follows 

NATIONAL Or, JOBBERS COUNCIL, 
Wasi m, D. C., Auqust 6, 19 
Re H. R. 9835 
Hon. MARGARET CHASE SMIt 


Chairman, Subcommittee on the Legislative Progra 


Committee on Government Operation 


United State Sy ite, Wash naton, dD. ¢ 
DEAR SENATOR SmitH: I am informed by Mr. Walter Revnolds that your 
subcommittee proposes to conduct p iblic hearing on the bill, H. R. 9835, whicl 
purports to minimize Government competition with private ent rprise Under 


date of July 28, 1954, I wrote to Senator MeCarthy on this bill and attached a 
copy of the statement made on behalf of the National Oil Jobbers Council before 
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! Hou Committee ¢ Government Operations The National Oil Jobbers 
Council, a trade organization representing some 10,000 independent jobbers of 
petroleum products, objects to the current practice of the Department of Defense 
aintaimmin post-exchange-operate d gasoline service stations which are in 
lireet competition with local service stations operated by independent small- 
Ss ~ mer 
While we are most heartily in accord with the premise that unwarranted 
Government competition with private enterprise must be terminated, unfortu- 
i H. R. 9835, as approved by the House of Representatives, would do litth 
t toward achieving this legislative objective Section 6 of H. R. 9835 
particularly objectionable as it would be prospective in application and would 
! emedial steps from bei taken with respect to areas of competition 
existence ; 
here an additional aspect of this problem as it relates to the area about 
I rie bers of the National Oil Jobbers Council are concerne Current 
( of the Denpartmet f Defense completely remove po exchanges 
category of commercial or industrial type facilities, ar therefore 
t one or apparentl contemplated with respect té he com- 
( i ot ga ] er tations operate t po ‘ os noe on mili- 
he ounti 
| ob fl pr COPE } nwa ot this area of etitior ( 
ember l | i I respectfully r ‘ ( iv al 
( i " Mond August 4, for a pe 1 not te 
i ire ) I I that I inD< n itter Ss] } ( 
ur na there are other 
. i rval itlol n re concerned with the g¢ ri yroblem of 
: ( Howeve I fee easonatl saf it that 
‘ ‘ oT é ’ ' (, er ‘ ' , , 4 ot 
rT dor bye hat ese othe anizations or individual f 
front he ( t Dtal onnect ith pos exchange 
R er I 
UTI se LIS, Genere ( OUNSE 
RN} ( PI 1ON Wrrn Priv I ERPRIS S EM! OF OT] 
H. Fi G EY Cor EL. NaTio L Orr JoBBers Councit 
Ir. Chairman and met ‘ the committee, mv name is Otis H. Ellis I am 
f Lar tl neral pra e ¢ AW il hingt D. ¢ aintaining offices 
1OOL Cont eut Ave e, and am appea y here today on behalf of the 
i} Oil Jobbers Couneil in 1 Capacity as general counsel for that organiza- 
I the formation of the committee, I should like to brieflv review the organ- 
‘ of the National Oil Jobbe Council Phe council is composed of 26 
State and regional associations of independe jobbers and distributors of petrol 
eu products Phe 26 associations in turn represent some 10 to 12 thousand 
ot eo olng busine I S| State An oil jobber is a marketer of petroleum 
| cts primaril engaged holesale distributior aithough some jobbers 
ulso engage in the operation of ine service stations and substantially all of 
them engage in the retail dist ition of ho ehold fue 1 oil The tern jobher’ 
i distributor” are ed svnonvmously in indust nomenclature The word 
lependent”’ as it applies to a jobber means that he owns his own busines 
4 ot affiliated with, a subsidiary of, or in any manner financially controlled 
i 4jor, integrated oil compar j ( ! Ss al rr 1IOh P.gent 
I e and market a Pyst pe tat oO! total gAas¢ eos pplie 
eter the United States 
‘ ~ \ PROPOS 
ould like » take this oppor itv to comme the airmeé and his dis 
il associate the House Cor tte Government Operations for 
( lilige efforts and time-co ing iclie ver a period of many months 
t the problem of Government yppetition wit! private enterprise The 
earching inquiries that have bee ‘ucted by the Subcommittee on Inter 
governmental Relations under the able chairmanship of the gentlewoman from 
Indiana, Representative Ceci] M. Harden, and the well-documented reports that 
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have been issued bv this group are well known to those of us in the business 


community who are concerned about the encroachment of Government competi- 
tion. 

Your fellow committee member, Representative Frank C. Osmers, reviewed 
the present inquiry and outlined this problem before the House of Representatives 
on July 13, 1954 (100 Congressional Record 9809 \Ir. Osmers stated: 

“The chief reason for taking Government out of business is to protect and 
encourage the taxpaying businessmen—big and little—-who make the Federal 
Government possible through taxpayments.” 

We are heartily in accord with this principle and indeed find additional com 
pelling reasons for the elimination of Government competition with free com- 
mercial enterprise. 

As to the bills pending before this committee, H. R. 8832, H. R. 9834, and 
H. R. 9835, the National Oil Jobbers Council wishes to go on record as endorsing 
the basic aim and intent of these proposals. We prefer to reserve comment on 


the best mechanical or operating procedures for achieving the end sought We 
believe that this distinguished committee and its members who have devoted so 
much time to this problem over a period of many months are best qualified to 
determine the appropriate echanies or governmental organization which could 
best effectuate congressional intent and serve to control the encroachment of 
Government competition and bureaucracy on the business affairs of industry 


and commerce 
GOVERNMENT OMPETITIO™’ AFFECTIN(¢ IBBEI AND MARKETER 


hase of Government competition with private enterprise toat is of sub 











stantial concern to the jobbers and distributors or pecTroleum prod icts 1s that 
having to do with the operation and maintens e of gasoline servi tations | 
post exchanges on armed services installations For the information of the ) 
mittee, I would like to briefly review some of the background of this prot 
and the efforts made bv the National Oil Jobbers Council to obtain responsiv: 
answers from various officials within t! Department of Defense 





Late last year I felt there w 
such as the one I am presenting to the committee would be resolved when I read 
in the press that Secretary of Defense Char 
ment of Defense directive as follow 

‘The Department of Defense supports the basic principle that free competitive 





s an indication of hope and a promise that prob! 





les KE. Wilson had stated in a Depart 


enterprise should be fostered by the Government lherefore, privately owned or 
Government-owned and privately operated commercial and industrial type 
facilities will be used by the Defense Department to the greatest extent prac 
ticable * * *,” 

This appeared to be a most enlightened and commendable approach for the 


Department of Defense to adopt. On January 6, 1954, | wrote Secretary Wilso 
indicating that I concurred wholeheartedly with this statement, but pointed out 
that it seemed inconsistent with the pattern of competition that was currently 
in existence as between commercially operated gasoline stations and those service 
stations being maintained by post exchanges at service installations throughout 
the country. 

The comments contained in my letter to Mr. Wilson were not only based upor 
my knowledge of the factual situation, but also upon my having thoroughly 
studied and analyzed the directive in question. Unfortunately this particular 
directive followed the pattern of all too many Government regulations in that 
“what the large print giveth, the small print taketh away.’’ In this instance 
section II of the Department of Defense directive 4100.15 defined what the De- 
partment of Defense considered to be ‘‘commercial and industrial type facilities.”’ 
By such definition post exchanges were specifically «xcluded from this category 

To follow the sequence of events in this situation, under date of February 9, 
1954, I received a reply from John A. Hannah, Assistant Secretary of Defense 
(Manpower and Personnel), wherein this gentleman informed me as follows: 

‘The mission of the exchanges is to supply persons to whom sales are authorized 
with articles and services of necessity and convenience at. uniformly low prices and 
to generate funds to afford military personnel additional facilities for comfort, 
recreation, and amusement, and to contribute to activities which will foster and 
increase the physical and spiritual welfare of military personnel.’’ [Italic sup- 
plied.]} 

Mr. Hannah continued: 

“The Department of Defense considers the privilege of the post exchange to be 
a@ necessary adjunct to service life, having very important effects on the morale of 
uniformed personnel, and therefore justified for continued operation.” 
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I responded to Mr. Hannah by indicating that post exchanges do in fact serve 

aS an important factor in the gene well being of militarv personnel but that it 
Cal oO by equitable for the Government to 1 ntain a type of facilty 

as gasoline service stations, at these exchanges which are in direct competi 

( th loeal businessmen and which have a substantial affect on local marketing 

i 

| was subsequently requested to comment on a letter that Mr. Hannah had 
to Senator kdward J. Thve, chairman, Senate Select Committee on Small 


( vherein Mr. Hannah, among other things, made 





he following statement 


In view of the limitations on authorized patrons of the exchange service 
and type of merchandise to be sold I do not conside [he presence oO} service 
wey nsta ! ”? ! heing i? firect competition fh pr ately owned 

lations.’ {Italie supplied 


On March 8, 1954, the Department of Defense issued Directive 4100.16, whiel 





ck tha the various departments shall undertake to review industrial 
1 commercial-type facilities being conducted by the military departments and 
formulate and prescribe a basic pattern for the Department of Defense in the 
of these activitie I again note that while this directive appears or 
rface to serve a commendable purpose, I remain a « as to generall 
ffectir is form of regulatory approach ij dealit vith this type of 
blem of more mportance s the fact that t = sed directive Oontinues to 
le post exchanges from the orv of commercial-tvpe activities There 
fa } e Na 1 Oil bers ( cil is cones there has been 1 
) f the proble far is I will shortly demonstrate to the con t 
laily ng pounded 
I ( in additional factor af Caus a great dea concern in that there 
uppears to have been accomplished an excellent job of salesmanship on the par 


he Department of Defense officials in their dealings with Members of Congres 


























| viso add that such salesmanship seems to be d upon presenting a o1 
If rr distorted factual situation in explaining the matter to congress mal 
sentative To ill vhat I consider to be bs 1 upon misleadir 
tio [ have in my files a copy of a letter at was written bv a distil 
{and able Congressman wherein this get follows 
‘T appreciate the feeling of various segmet ndustryv that the 
particular retail operations bv the militarv se adversely affect them 
1 be abolished However, I a sure | ll von that most of u 
e Congress are today deeply concerned with the obvious lack of attractive 
f tarv service and we are doing evervthing possible to reverse this trend 
rder that greater numbers of pers will remain in militarv service during 
s trving period If this could be a -complishe 1 it would represent a tre 
lous savings lollars to the taxpaver and, of equal importance, make for 
l iter attractiveness of service careers 
On the surface a statement of this tvpe would appear to be most difficult to 
) r refute Obviously the United States must maintain a posture of defense 
these trving times, which, in turn, requires that militarv services be made 
reasonably attractive to competent young men and womer However, rather 
han deal in Fourth of Julv platitudes and bromides, let’s continue to consider 
ts 
To ze the foregoing observatio1 just how attractive does the operation 





a post exchange gasoline station make service life to a soldier, sailor, or marine? 


Let us assume that a soldier has access to a post exchange service station that 





ells gasoline at 3 cents per gallon under the local commercial market, in direct 


petition with loe 





businessmen, and that tnis same serviceman drives his 
ar 10,000 miles per vear using post exchange gasoline obtained at the prefer- 





ial price Let us further assume that the soldier gets 15 miles per gallon from 
1948 model ear On this basis our soldier would be able to save during the 
rse of the vear the phenomena! sum of $20 
If $20 per annum is going to make the difference between retaining a soldier 
sition to defend our country or going to other endeavors, [ am substan- 
n concerned about the welfare of the United States and how well we are in 
ret prepared to meet an adversary 


As I have analyzed the contentions and arguments of Department of Defense 
icials in support of maintaining a form of activity that is highly competitive 
business, it seems that the justification is based on two factors 


|) To provide articles and services of ‘‘necessitv and convenience” for military 
eT e] a | 
2) To make adjustment for the “‘disadvantageous compensation rates’? given 
ir \ DOersoy el 
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To comment briefiy on these arguments—there is no question but what certai: 
items and articles are required for the “convenience and necessitv’’ of military 
personnel residing on service installations. However, this concept has beer 


strained to the breaking point, as me mbers of this committee have discovered 


during the course of their investigations of parallel forms of competition engaged 
in bv the Government 

With respect to the contention that military personne | are ec mipe nsated On a 
“disadvantageous” basis, this would appear to be premised on the assumptio1 


that the Department of Defense feels justified in making un alleged compensatior 


deficieneies by means of other benefits—such as the sale of gasoline at cut-rate 
prices. I would not be so presumptuous as to argue the issue whether military 
personnel are underpaid or overpaid. That is a matter for the best judgment of 
the Congress. However, adequate compensation for military personnel is a 
problem for the entire country and is a burden that should be assumed by al 
taxpayers It most certainly is not in keeping with the principles of the free 


enterprise system and our system of government to ask that merchants and busi 


nessmen located near military installations subsidize nilitarv compensatio1 


deficiencies by way of direct con pe 


tit 


on with their business 


SPECIFIC EXAMPLES OF COMPETITION 


























For the information and enlightenment of this committee | ould like to noy 
present a bill of particulars—specifie examples selected at random as to j he 
the Government is competing in this particular segment of marketing and the 
effects that such competitior ss in the I ted States 

Before turning to specific uuld like to brieflv prese <ome 
general statisties to the con tained figures indicating the dolla 
volume of gasoline sold thro filling statior ut Army and Air 
Foree installations during the 1 195 I e calendar vear 1052 
Army and Air Foree post-exchange-operated service stations had sales in exe 
of $23,480,000 In 1953 these same facilities marketed excess of $23.900.000 
worth of gasoline and other items normally carried by outlet 

For these 2 years of operation, and this is based on Army and Air Fores 
alone and does not include fa es operated b e Navy, Marine Corps 
service components, approximately $47.5 milli es wer! ade b 
exchange-operated service stations be tl information of the ommittee | 
submit as exhibit A the complete details behind these sales figure 

This means that local jobbers and retailers were deprived of : lume 
business and that the Government was deprived of the tax that would have 
heer paid by these businessmen o1 the ineome enerated on th additiona 
volume in their business operations 

Not onlv have the Arm ul \ Foree so il! t S48 Lhic I 
gasoline and re t ite s thr Dp excha t I tions quire con 
petition wit! businessme but the have obtained such fa ible 
prices o1 this gasoline that the ire able to merchandise it some 2 to 4 cer 
per gallon less than the loca sinessmen can sell a « parable produet of equa 
grade and quality 

I have obtained from jobbers throughout the cour dozens of specifie il 
trations demonstrating the ope of t competiti« | the Government and 
impact it has on the market ng conditions in the local areas affected 

1 would like to briefly review just a few of these yecific rations I 
information of the committee 

Florida Tvndall Air Foree Base Panama Cit ria na post exchange 
filling station which was built in 1945 e stat é gasoline 
2 to 3 cents per gall mn below local com sta = Che statu irket 
approximately 80,000 to 100,000 gallons eal h, and also sel 
are known in the trade as TBA ems (tires, batteries, a 1 accessorl propor 
tion to this gasoline volume In this instance a commercial, locally owned and 
operated gasoline station is located within 200 vards of the base and is clos 
many officers and airmen stationed at T lall Field in is the post exchange 
gasoline station In addition, over 50 commercial stations are located with 
a radius of 1 to 10 miles of the bas 

Vorth Carolina The SI ation existing at the Marine Corps Palath 
Camp Lejeune, N. C., is a [ am informed that four post exchange s¢ ( 
stations are currently being operated at this base and there is an excellent pos 
sibility that a fifth will be stalled in the ery ear Tuture These post exchar 
stations are marketing regular 1 pre I i ( $ er gallo 
the local commercial s price It is { lonage 
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these PX stations is approximately 375,000 gallons per month, and this represents 
about one-third of all the gasoline sold in the area immediately surrounding 
Camp Lejeune. 

In addition to competition with local stations, some of which are located within 
one-quarter of a mile of the base, these stations are maintaining a vigorous com- 
petition in the merchandising of tires, batteries, and accessories. For example, 
AC sparkplugs cost local commercial stations 51 cents each, and carry a fair trade 
price of 85 cents. They are sold at exchange service stations for 45% cents each. 
\ similar example is the Ford oil filter cartridge—this item costs commercial 
stations $1.07 and carries a retail list price of $1.92. The post exchange retails 
this item for 85 cents. An Exide battery which lists for $21 at commercial 
stations sells for $16.85 at the PX. A Firestone 6.70-15 first line tire lists at 
commercial stations at $22.60, plus taxes, whereas the same tire in the post 
exchange station sells for a total of $16.85, including Federal excise tax, but not 
subject to the 3 percent State sales tax. It is stated that when the above-referred 
to post exchange stations are closed for holidays or inventory, commercial stations 
within that immediate area enjoy almost twice their usual sales. I might also 
note in connection with the situation at Camp Lejeune that while sales are theo- 
retically limited to military personnel and their dependents, as a practical matter 
this merchandise is available to civilian employees on the base and to other civilians 
having access to the installation 

South Carolina.—I have been provided with a very interesting proposal that 
was submitted to a jobber by Lt. Col. Harold L. Hamilton, exchange officer at 
Fort Jackson, 8. C. Colonel Hamilton advises that the Fort Jackson exchange 
is interested in the construction of a new service station on the base, and that said 
service station should be equipped and laid out for the resale of 70,000 to 80,000 
gallons of gasoline monthly; that such station “should have at least 12 pumps, 
2 lubrication lifts, 2 washracks, a tire repair room large enough to accommodate 
three vehicles at one time, an office and display room, a stockroom, toilet facilities 
for both men and women, and a central cashier’s booth, either in the gasoline 
pump line or designed so that it will be easily accessible in the front of the service 
station.” I leave to the good judgment of this committee as to whether an 
elaborate facility such as this outlined by Colonel Hamilton would be competitive 
with local commercial stations. 

I might note that in addition to this proposed station, Fort Jackson is currently 
operating a PX gasoline station marketing gasoline at 2 cents per gallon under 
the local market price, and during 1952 and 1953 this station did approximately 
$500,000 in sales. There are at least 11 commercial stations within a radius of 
2 miles from this Army post, all of which have felt the loss of volume and will 
suffer even more when the new station is built. 

South Dakota.—A particularly well-documented illustration of how the Govern- 
ment is competing with local private enterprise is represented by the situation 
existing in connection with the operation of the PX station at Ellsworth Air 
Force Base, Rapid City, S. Dak. Socony-Vacuum Oil Co. built the exchange 
at Ellsworth Field at a cost of $27,500. There is a contract to supply this station 
at tank-car price for a period of 5 years. The post exchange pays 1 cent per 
gallon to the supplier, which is applied to the cost of constructing the station, 
the theory being that this 1 cent per gallon will pay the construction costs within 
5 years. I am informed that during 1 month in 1953 the gross sales in this 
station were $33,886.97; direct expense charged was $30,383.88; leaving an 
operating profit of $3,503.09. 

Within a radius of a mile and a half of Ellsworth Field there are at least three 
commercial stations, all of which are fully equipped, located on the main highway 
leading from Ellsworth Field. The field is 10 miles from Rapid City, 8. Dak., 
and in addition to the commercial stations mentioned above, there are at least 4 
more located on the highway leading into Rapid City. 

Texas.—We have been informed of post exchange service stations being main- 
tained at 13 Army and Air Force installations within the State of Texas. I 
might briefly review the marketing situation attendant to a few of these situations. 
At Carswell Air Force Base, Fort Worth, the PX service station markets premium 
and regular gasoline at 2% cents under the posted commercial price and it is 
estimated that this station is marketing in excess of 65,000 gallons of gasoline 
per month. At Randolph Field, San Antonio, the post exchange superservice 
station maintains 12 pumps and gasoline is sold at 2% to 3 cents per gallon below 
the local price. In 1952 this station had sales of approximately $330,000, and in 
1953 of approximately $472,000. 

Based on the foregoing factors and the factual elements which I have undertaken 
to review, the National Oil Jobbers Council heartily endorses the principle of the 
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legislative proposals before the House Committee on Government Operations, 





and it is ipon these factors that we feel + iat legislative action is mandatory 
rather than relying on the Department of Defense to issue periodic high-sounding 
regulations that merely nibble at a problem, rather serve to provide a permanent 
solution to the problem of getting the Government out of UsiIness operations that 
are competitive witn pr ate enterprise 
CONCI Sto 

Owing to time limitations and a desire to refrain from und burdening the 
committee with statistical data, I have only quickly reviewed the highlights of 
what is becoming an increasingly aggravated situation Before concluding there 
is one other aspect of this problem to which I would like to refer. The preferential 
position and near monopoly enjoyed by the exchange-operated service stations 
not only affects local businessmen competitionwise but also enables the PX 
stations to buy gasoline and other products at prices equal to or less than the 
prevailing wholesale price This enables the PX station to obtain gasoline at a 


price from 2 to 4 cents per gallon less than the price paid by the average retail 
service-station operator, and being freed from many of the cost problems and the 
impact of taxation suffered by private enterprise, the PX station has become a 
substantial demoralizing factor in the marketing areas concerned 

Independent gasoline dealers and independent jobbers have enough difficulties 
in the conduct of their business affairs with the competition of large integrated 





oil companies, coupled with ever-increasing costs, Federal and State regulations, 
and the ever-present tax structure 

We feel, and apparently many other industrial and commercial spokesmen are 
of the same mind, that the military should get out and stay out of business opera- 
tions that are competitive with private enterprise To date appeals directed 
to the military along this line have produced nothing but high-sounding principles 
followed by fine print directives that serve to accomplish an operating patter 
that appears to be diametrically opposed to the press-reles principles and the 
flag waving. We in industry are getting fed up with the delay and subterfuge 
and the Esau-Jacob approach to this problem that the military authorities have 
apparently adopted. 

In conelusion, we respectfully request that this committee take affirmative, 
direct action to cope with this problem and that all possible effort be extended 
toward obtaining the necessary legislation that will provide the lines of demarca 
tion as to what are appropriate business-type activities for operation by Govern 
ment organizations. 

I thank the committee for the privilege of making this statement and request 
at my prepared remarks be made a part of the hearing record 





+} 


ExuHisit A 


ATLANTA REGION 








Exchange Sales, 1952 Sales, 1953 Price basis 

Fort Benning. $426, 064.23 | $370,515.16 | Terminal posted 

Do ; 61, 766. 39 56, 41 Do 

Do 48, 754. 92 136, 046. 85 Do 
Fort Bragg j 409, 281. 81 414, 636.79 | Posted tank car 

Do. 140, 800. 81 159, 430. 86 | Do. 

Do ‘ 50, 377. 04 | Do 
Camp Gordon... 287, Tank wagon less $0.0225 per gallon. 

Do ‘ 110, Do 
Fort Jackson-. 254, Posted dealer less $0.023 per gallon. 
Fort MecPherson_. 93, 635 Tank car less $0.05 per gallon. 
Redstone Arsenal 18, 367. 48 35, 974. 50 | Posted tank car. 


Camp Rucker 5 174, 093. 66 88 | Dealers tank wagon less $0.0175 per gal- 
lon 

93 | Tank wagon less $0.02 per gallon 

19 | Posted tank car 

83 | Tank car 

3. 26 | Tank wagon less $0.0228 per gallon 


Camp Stewart-. 

Fort Campbell 

Brookley Air Force Base_- 
Donaldson Air Force Base 





Eglin Air Force Base- a ‘ 514.41 | Terminal price less $0.0025 per gallon 
BO cscs ; : 4, 122.7 Do 

Hunter Air Force Base... _. ..| 234, 785.93 263, 568.10 | Posted transport truck delivered. 

Keesler Air Force Base... 387, 111.95 329, 767.83 | Posted tank wagon, Biloxi, less $0.025, 


regular 
Posted tank wagon, Biloxi, less $0.0275, 
premium. 
| 284, 116. 42 213, 243.70 Terminal plant Tampa, Fla., for spot 
| tank car and transport truck de- 
livered 


MacDill Air Force Base _..- 
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Do 
Do 
Posted deale tank wago 
Posted dealers tank wagon 
Posted terminal, Tampa, less 
per gallon plus freight 
Posted terminal less $0.0025 per gallor 
Tank Fort Everglade les 
$0.005 per gallon plus freight 


lerminal transport truck 


$0.0025 





Prank w s $0.028 per gallor 
Scheduled iler tan vagol 
$0.015 per gallor 
Pank car 
lerminal posted | $0.0055 per gallo 
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Exuisit A—Continued 


BALTIMORE REGION—Continued 








Exchange Sales, 1952 Sales, 1953 Price basis 
Headquarters Command, Andrews $116, 066 $168, 941 lank wagon less $0.0225 per gallon 
Air Force Base. 
= > 110, 240 175, 718 Do 
Fort Ethan Allen !___. coe 1,606 | Tank wagor 
Lockbourne Air Force Base.........|.......-....-- 141,358 | Tank wagon less $0.015 per gallon 
New Castle Air Force Base oa 19,587 | Tank wagon less $0.005 per gallon 
(Dover 
Do.... : 17,213 | Tank wagon less $0.01 per gallon 
Total endian ; 4, 591, 877 5, 187, 527 
CHICAGO REGION 
Camp Carson..........- eam $228, 472. 09 $156, 456.84 | Posted transport truck, Colorado 
Springs. 
Fort Sheridan. ..-.. aaeel 103, 955. 95 98, 766.32 | Posted transport truck. 
Fort Leavenworth-_.- 32, 849. 44 48,481.14 | Posted transport truck, Kansas City 
Fort Riley 147, 563. 09 119, 348.79 | Posted transport truck. 
Fort Custer !_....-.--- : 124, 113.03 31, 729.18 | Posted transport truck, Battle Creek. 
Camp Atterbury... -- 256, 452. 40 185, 835.95 | Posted transport truck 
Fort Knox.....-.-.. ; 481, 799. 29 462,680.79 | Lowest bidder semiannually, always 
below transport truck. 
Camp Breckinridge !-_.-. i ’ 158, 690. 50 120, 704.17 | Transport truck, Evansville, Ind. 
Fort Leonard Wood... : - 317, 961. 08 286, 841.63 | Posted Wall St. Journal, Chicago 
edition 
Bi iiencin = 68, 108. 88 88, 992. 32 Do 
Camp McCoy !.. ; 211, 566. 97 20, 386.19 | Transport truck for locality 
Fort Ben Harrison... 63, 796. 07 71,917.95 | Transport truck, Indianapolis locality 
Camp Crowder : 29, 738. 11 26,619.39 | Tank wagon. 
Ent Air Force Base 37, 466. 67 46, 309.66 | Spot tank car or transport truck. 
Lowry Air Force Base. .-. 211, 198, 72 164, 043.55 | Posted dealer tank wagon less $0.035 
per gallon, 
Do 19, 484. 30 D 


}, 944.18 | Spot tank car or transport truck. 

53, 306.63 | Lowest bidder semiannually, transport 
truck or usually less. 

61, 988. 87 Do 

03 | Tank wagon less $0.01 per gallon. 

.75 | Spot transport truck delivered price 

.29 | Posted transport truck. 


Chanute Air Force Base_. 
Scott Air Force Base... 





Ginn ‘ ‘ 
O’Hare Municipal Airport... 
Forbes Air Force Base 
Selfridge Air Force Base 


Penne ; 96 Do 
Offutt Air Force Base..... .76 | Net posted spot tank car. 
a . 46 Do 





Ellsworth Air Force Base- 


65 | Posted dealers prices. 
F. E. Warren Air Force Base. 


244,878.71 | Spot tank car or transport truck, Chey- 
enne, Wyo 





Truax Air Force Base... ; 51, 937. 31 44, 435.67 | Contract dealers price for tank car or 
transport truck 
Wold-Chamberlain Air Force Base! 12, 819. 57 85.48 | Local posted tank wagon. 
Smoky Hill. ; ‘ 1, 551. 95 93, 147.67 | Posted dealer tank car price. 
Total... ‘ 3, 957, 339.00 | 3, 643, 750. 28 


SAN ANTONIO REGI( 


Z 


if i $264, 679.86 | $290, 
Do 105, 879. 12 140, ¢ 
Camp Chaffee -- ’ 110, 359. 89 126, ¢ 






49 | Bulk plant. 

22 Do. 

.01 | Contractors delivery cost plus $0.01125 
per g allon. 

Fort Hood.. os 227, 941. 05 153, 204.94 | Transport 


Camp Leroy Johnson. 52, 108. 79 61,319.79 | Tank wagon. 















Camp Polk 969. 62 242,094.84 | Tank wagon less $0.0175 per gallon on 
regular; $0.0275 per gallon on high 

Fort Sam Houston.-..--- 323, 633. 55 lank car 

Sandia Base 251, 971.31 | ¢ ractors bid, time of delivery 

Fort Sill » ae 237, 958.78 | Tank insp 

Alexandria Air Force Base-__- 62, 125. 46 47,352.62 | Dealers tank wagon less $0.015 per 
gallor 

Barksdale Air Force Base.. 138, 043. 71 154, 395. 33 | Tank car 

Amarillo Air Force Base 102, 176. 98 123,811.19 | Bulk plant 

Bergstrom Air Force Base 110, 790. 58 119,118.04 | Tank car less $0.018 per gallor 

Altus Air Force Base. . 960. 80 Dealers transport. 

Webb Air Force Base 25, 262.53 | Bulk pla 

Biggs Air Force Base 173, 887. 95 212, 389. 86 Do 


1 Not in operation. 
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ink Ww ym less $0.025 1 gallon off 
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W ’ $0.0225 per gallon, 
premium; $0.0175 per gallon, regula 
idd = $0.0025 for truck and _ trailer 
lelivered. 
ik wagon less $0.02 per gallon 


97 


ink wagon less $0.0275 per gallon, 


ink wagon less $0.02 per gallon 
nk wagon less $0.034 per gallon. 


ink wagon less $0.015 per gallon (Two 
Rock Ranch 


s $0.03 per gallon 
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Senator SmitH. If there are no more witnesses at this time, the 


meeting will be adjourned to a time when the committee can meet 
and come to a decision. The Chair wants to thank you all for coming 
as early as you did. 
Whereupon, at 9:45 a. m., the hearing was adjourned.) 
Subsequently, the following communications were received 


CIATION ( NEW LAND, IN¢ 
I j 
Cor ‘ ( ‘MED OPE! o 
| Wi ( 
\ \ Jul eti - \ss ‘ 
of New Engl 1 ih I ed the p | 
me ate bill S 47 md id bl i ( i | ShSI2 é ) 
eas ad ( ongres ( l re Mjectl ite Or l ‘ 
( oO he ( ! I Co icted j { Dr { 
enterprise to establish the Anti-Government C< me tion | rd, and for other 
purposes 
While we wholeheartedly endorse the principl ivocated, we cannot endorse 
the bills as they now stand We feel the bills ind s ld e strengthened 
We respectfully reco end that the publie be given rey t m on the Board 
We also believe that the Board should be give re thor oO accom] its 
purposes 
We are indeed impressed with these indications that the House and Senate 
are keenly aware of this problem and art iking definite progress toward it ring 


the free-enterprise syste 


Very truly yours 











44 TERMINATION OF FEDERAL COMMERCIAL ACTIVITIES 


NATIONAL ASSOCIATION OF Waste MATERIAL DEALERs, INC., 
Ne u York, N, i July 28, 1954 


Hon. Josepu R. McCarrny, 
United States Senate, Washington, D.C. 

Dear Senator McCartuy: I am addressing this letter to you as chairman of 
the Senate Committee on Government Operations, and on behalf of your bill, 
S. 3794, which you introduced, and which is identical with H. R. 9835, as it passed 
the House of Representatives 

The members of this association are unanimous in their opposition to Govern- 
ment competition with private industry, particularly with small private industry, 
and when private industry can do a job much more efficiently and at a greater 
net return to the Government than can the Government department or agency 
competing with private industry 

One phase of such competition was the operation of aluminum sweating and 
smelting operations by the Air Force and the Navy of the Department of Defense. 

This association and its members endeavored for a period of over a year to have 
this competition eliminated. 

Through the cooperation of the Senate Select Small Business Committee, who 
held a hearing on this subject last September and the Finance Committee of the 
United States Senate, a proviso was added to section 715 of the Department of 
Defense Appropriation Act, 1955, which we hope will restrain the De partment of 
Defense from becoming more competitive with our industry in the above field 
and may possibly eliminate some of this present competition. 

We are heartily in favor of your bill, 8. 3794, and of the action taken by the 
House of Representatives in its similar bill, H. R. 9835. 

We sincerely hope you, as chairman of the Senate Government Operations Com- 
mittee, will have your bill presented to the Senate, and that 1t will receive favor- 
able consideration by its members 

We realize time is running out rather swiftly on this session of the Congress, 
so will appreciate very much your prompt and favorable consideration of our 





request 
Sincerely yours, 
Cumnton M. Wuite, 
Executive Vice President. 


CuicaGo, Iuu., July 28, 1954. 
Senator JosepH R. McCartuy, 
Care Senate Office Building, Washington, D. C.: 

We believe that 8. 3794, now in Senate Government Operations Committee, 
passed by House as H. R. 9835, is basically sound and highly desirable legislation 
and that passage by Senate, modified so that it applies, rather than excludes, 
any commercial activity being conducted by the Government on the effective 
date of that act, would definitely be in the public interest in addition to being 
important to industry Respectfully urge and will appreciate your efforts looking 
to its passage during this session. 

CENTRAL CoLp SToRAGE Co 
kx. G. ERICKSON, 


Vice President 


WasHINGTON, D. C., July 28 1954. 
Hon. Josern R. McCarrnuy, 
Senate Office B wlding: 


On behalf of |jthe member unions of the Government Employees’ Council we 


respectfully urge that hearings be held on H. R. 9835. Several member groups 
of the Government Employees’ Council would greatly appreciate the opportunity 
of being heard on this legislatior This legislation is too important to be approved 


by the Senate Government Operations Committee without open hearings 


Tuomas G. WALTERS, 
Ope rations Director 
Government Emplo yees’ Council, A. F. of L 
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Axssotts Darrisgs, IN¢ 
July 29, 1954. 
Hon. ALEXANDER WILEY, 
United States Senate, Washinaton, D. C 

My Dear Senator Witey: We are an independent milk, ice cream, and dairy 
product processing company, maintaining two large creameries in Cameron and 
Bruce, Wis., from which we receive milk from farmers located entirely in the 
State of Wisconsin, and distributed through New York, New Jersey, Pennsyl- 
vania, Delaware, Maryiand, Virginia, and the District of Columbia. 

House bill No. 9835, known as the Hoffman bill, has been passed, and an iden- 
tical bill has been introduced into the Senate by Senator McCarthy, known as 
S. 3794, and we believe action will be taken upon this bill before the present 
Congress adjourns. 

The purpose of this bill, if enacted into a law, is to take the Government out of 
the business of manufacturing ice cream. 

A survey recently made shows that there are 168 places in the United States 
where the Army, Navy, and other Government agencies are manufacturing ice 
cream for their own use in competition with the ice cream industry. Of this total, 
82 are in the Department of Defense, 79 in the Veterans’ Administration—mostly 
in their hospitals—and the balance in other Government agencies 

With one exception, this is a good bill, and if it becomes law, would stop future 
competition with our industry. However, there is a proviso in section 6 which 
reads as follows: 

‘Provided, however, That nothing herein contained shall apply to any Govern- 
ment business-type operations being carried on on the effective date of this Act 
or to any Government business-type operations heretofore or hereafter specifi- 
cally authorized by the Congress.”’ 

The latter we object to because it enables the Government to continue in all 
of the present operations in which they are making ice cream. We request that 
section 6 be amended by taking out the language 

being carried on on the effective date of this Act or to any Government business- 
type operations.” 
so that the proviso in section 6 would read as follows: 

‘‘Provided, however, That nothing herein contained shall apply to any Govern- 
ment business-type operations heretofore or hereafter specifically authorized by 
the Congress.’ 

May we ask your assistance in having this amendment made to the bill, and 
the bill, as amended, be voted upon favorably by you. This will protect our 
industry from Government competition. 

Sincerely yours, 
Appotts Darries, INc. 
RrpGwaYy KENNEDY, Jr., President. 





AMERICAN WAREHOUSEMEN’S ASSOCIATION, 
Washington, D. C., August 4, 1954. 
Senator JosepH R. McCarrtny, 
Chairman, Government Operations Committee, 
Senate Office Building, Washington, D. C. 


Dear Senator McCarruy: We understand that when the Government Op- 
erations Committee considered H. R. 9835 yesterday, the bill was referred to a 
subcommittee for further study. 

This is an important measure which should be passed at this session. Hearings 
have already been held by the House where it passed unanimously. We strongly 
urge you to do everything possible to see that H. R. 9835 comes to a vote on the 
Senate floor without further unnecessary delays. 

Here are a few points you'll want to keep in mind: 

(1) The Federal Government operates over three times as much warehouse 
space as does the commercial merchandise and refrigerated warehouse industry. 

(2) Government-operated warehouse space represents a loss in Federal taxes 
of at least $56 million annually. 

(3) The Government has $2% billion invested in warehouse facilities. 

(4) Section 6 of the bill as now written makes the bill inapplicable to existing 
Government competitive activities and thus contradicts the policy statement in 
section 2, This should be corrected by amending section 6 
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5) The bill provides more than adequate protection for the continuation of 
essential Government industrial activities such as navy yards, arsenals, et« 
We urge passage of H. R. 9835 at this session. 
Sincerely your 


A. B. EFROYMSON 


PortsmouTH, N. H., August 6, 1954 
Senator MARGARET CHASE SMITH, 
Senate Office Building, V hinaton, D. ¢ 
My Dear Senator Situ: Re telephone conversation regarding H. R. 9835 
Although we agree in principle we believe careful study should be made involving 
extensive hearings Different interpretations of the bill could adversely affect 
he navy yard by removing much needed work to private industry. We urge bill 


not needed at this time. Best regards 





PortsmoutH Metrau TrApES CouNcti! 
Tuomas E. SHEEHAN, President 


PortrsmMoutTn, N. H., August 6, 1954 
Hon. MARGARET CHASE SMITH, 
United States Senate HW ishington dD. ¢ 


Local No. 745 Navy Yard Rigger has expressed its opinion of the Hoffman bill 





H. R. 9835 through the Portsmouth Metal Trades Council with which I ieve 
vou are familiar The cooperation of your committee to overrule this proposed 
legislation will be appreciated 


Kk. D. Brown, 
P earle nt, Local No. ? L5 Portsmouth \ aval Shipyard 





Dover, N. H., August 6, 195 

He MARGARET CHASE SMITH, 

Washington, D. ( 

We believing that H. R. 9835 is not to the best interest of the country and ask 

your support in killing this bill 

PATTERNMAKERS LEAGUE, AFL, Portsmoutn, N. H 

and VincrInity ASSOCIATION 
RAYMOND ALLEN, Secretary 


Dover, N. H., August 6, 196 
Hon. MARGARET CHASE SMITH, 
l'nited States Senate, Washington, D. (¢ 


H. R. 9835 which comes before your committee for hearings is opposed by Local 
192, AFL, Portsmouth Naval Shipyard. Whatever your committee can do to 
| will be appreciated. 

Ro.LaNpD BEHUNEUR, Local President 


AMERICAN ASSOCIATION OF SMALL BUSINESS, 
New Orleans 12, La., August 7, 19 


Hon. JosepH R. McCarrny, 
Chairman, Government Operations Committee, 


oenale Off ce Buildi ng, W ash ington 25 dD. ec. 
Dear SeENaTOR McCarrnuy: We have been informed that Congressman Frank 
C. Osmers, Jr.’s H. R. 8832 Anti-Government Competition Bill has been substi- 


tuted by H. R. 9835, reported by the committee and unanim usly passed by the 





House on July 24, 1954. It is now up to your committee to promptly approve 
and send it out on the floor of the Senate for passage and final signature by the 
President 
One of the most ridiculous situations in this Nation is Government in competi- 
tion with tax-paying free enterprise. It is certainly high time that some definite 
} action be taken to relieve the taxpayers of the double role of paying taxes and 
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competing with tax-exempt Government agencies and other tax-exempt revenue- 
producing organizations. 

While it is true that Congress has given some tax relief to thousands of citizens, 
the end result in our national economy was an increase of $6 billion in the ceiling 
of our national debt. 

We believe we speak for all of the taxpayers of the United States when we 
urge you to approve H. R. 9835 in order that the Government shall get out and 
stay out of competitive type business activities 

Your for keeping small business in business, and 

Very sincerely, 
J. D. HENDERSON. 


WasuHinaton, D. C., August 6, 1954. 
Hon. MAarGARET CHASE SMITH, 
United States Senate: 

National Association of Businessmen representing us at hearing today on 
antigovernment in business legislation, H. R. 9835. We support committe« 
print No. 1 as amended. 

AMERICAN ASSOCIATION OF NURSERYMEN, 
R. P. Wuite, Executive Secretary. 


———_——_ 


Oxrorp, Mass., August 6, 1954. 
Senator MarRGARET CHASE SMITH, 
United States Senate, Washington, D. C.: 
Passage S. 3794 very important to our industries extensive hearings held. We 
need action to keep our box factories making boxes now made in arsenals. 


Frresnura Box Co 
FRYEBURG, MAINE. 


OrricE MAcuHINE Reparr SxHop, Buriipine 13, 
CHARLESTON NAVAL SHIPYARD, UNITED StTaTeEs NAVAL BASE, 
( harleston, » &.: Aug ist 6, 1954. 
Honorable CHAIRMAN, 
Senate Government Operations Committee, 
Washington, D. C. 

Dear Srr: Attention has been called to the employees of our office machine 
repair shop to bill H. R. 9835, which passed the House July 23, 1954, after some 
amendments were attached and is now in your committee. 

We, the employees, feel that our operation here is a savings to the Federal 
Government considering the diversified work done here, when the ability, quality, 
and quantity of work done here is considered. 

Whether an operation of our status is based on an emergency or in a regular 
routine of work it would be a large year-by-year waste of money to replace the 
work done here by this shop by other outside agencies. 

The ability of private industry to secure qualified men to do the work we do is 
questionable, as we are called upon to service, overhaul, and keep in proper opera- 
tion, as well as taking care of emergency calls, the following equipment which is 
partially listed: All types of typewriters, adding machines, calculators, mimeo- 
graphs, ditto machines, cash registers, time clocks, check signers, stamping 
machines, stapling machines, sewing machines, gages, to mention the bulk of our 
work, and other devices 

We feel that it would be an injustice to men employed here as well as an addi- 
tional cost to remove a centrally located shop capable of taking care of all Govern- 
ment office equipment at this installation, as well as surrounding agencies, with 
dispatch and efficiency. 

We, as a group of civil service workers, feel this bill would be an injustice to 
our Government unless included in it is an amendment protecting such shops 
that are operated to the benefit of the Government. 

Thanking you for your consideration, we are 

Very truly yours, 
Signed) JERomME M. WALTMIRE 
(And 16 other employees 
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New York, N. Y., August 9, 1954. 
Senator Josepn R. McCarruy, 
Chairman, Senate Government Operations Com mittee, 
Senate Office Building: 

The National Association of Manufacturers is glad to express its views of S. 3794. 
We approve its general obje ctives which are “‘to provide for the termination of 
Government operation which are in competition with private enterprise.” This 
association has studied and analyzed the problem of Government competition with 
private enterprise for many years. As a result of these studies, it has adopted 
the following basic policy: 

“The function of government is primarily political rather than economic. 
While certain activities must be regulated by the Government for the public good, 
its responsibilities do not encompass competition with its own citizens in the fields 
of production and distribution. Insofar as governmental activity invades the 
field of private enterprise it threatens the other elements civil rights and civil 
liberaties—inherent in our system of government. 

“Given the same conditions, there are no circumstances under which private 
enterprise cannot operate in the field of the production and distribution of goods 
and services more efficiently than can government. 

“The only cases where, on the surface, this is not apparent are those in which 
through subsidies, freedom from taxation or improper allocation of costs, Govern- 
ment enjoys a definite competitive advantage. The hidden deficits resulting 
almost inescapably from Government operated business competing with private 
business are always paid by the taxpayer. 

“Thus Government enterprise must necessé irily choke out competing private 
enterprise. The consequent diminished area of taxation intensifies the tax 
burden upon remaining private enterprise and further increases the handicaps 
under which private enterprise is unfairly required to compete with the 
Government. 

“Private enterprise is constantly studying the need for additional plant capacity 
and has demonstrated its ability to meet the most difficult production problems. 
Government can assist in providing additional facts regarding problems of capacity 
and supply but its traditional function does not include the building and operating 
of its own plants in competition with private industry. Increasing Government 
competition with private enterprise is a major dete rrent to the flow of job creating 
capital into private enterprise. It destroys private capital investment incentives 
and can only lead to state ownership of all enterprise.”’ 

We are encouraged by the progress which has been made in reducing the size 
and scope of governmental operations but recognize that more needs to be ac- 
complished. Proposals such as those contained in 5. 3794 would accelerate the 
reversal of the trend of the last 20 years when the creation and expansion of 
tremendous Government business enterprises were the order of the day. We 
believe that the taxpayers of this Nation are becoming increasingly conscious 
of the unreasonableness and unfairness of tax-exempt publicly-financed compe- 
tition. They are also becoming more aware of the inefficiencies and high cost of 
Government operation of business-type facilities and services. They recognize 
that both operating losses and capital losses of such Government operations are 
often charged off to the taxpayers. 

The problem of divesting the Government of commercial and industrial-type 
business operations is not simple. This fact, however, should not deter anyone 
from undertaking this important assignment. We believe that enactment of 8. 
3794 would be a major step toward the elimination of Government competition 
with private business. 

H. C. McCLe.uan, 
President, National Association of Manufacturers. 


Str. Paut, Minn., August 9, 1954. 


Senator MARGARET CHASE SMITH, 
Senate Office Building: 
The National Canvas Goods Manufacturers Association, Inc., heartily endorses 
bill No. H. R. 9835 excepting that of section 6 which we recommend deleting 
Donautp A. CAMPBELL, 
National Secretary, 
National Canvas Goods Manufacturers Association, Inc. 
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WasuineatTon, D. C., August 9, 1954 
Senator MARGARET CHASE SMITH, 
Senate Office Building: 

Our industry wholeheartedly favors immediate passage of committee print No. 1 
of H. R. 9835. We support the testimony of Mr. Elton Kile, president of the 
National Association of Businessmen. 

WituramM F. BLocuHer, 
President, International Association of Blueprint and Allied industries. 





WasHINGTON, D. C., August 9, 1954. 
Senator MARGARET C, SMITH, 
Chairman, Senate Subcommittee on Legislative Program, 
Senate Office Building: 

The paint, varnish, and lacquer industry which for 50 years has faced Govern- 
ment competition from Navy manufacture of paint urges prompt report and 
passage of H. R. 9835—anti-Government competition bill with one correcting 
amendment in section 6. This industry through its association has offered to 
place all employees that may be displaced by termination of Navy paint plants 
in jobs in private paint industry. We contend Congress has placed sufficient 
safeguards in H. R. 9835 and _its declaration of policy of no Government compe- 
tition with private enterprise unless absolutely necessary is an assertion of basic 
American principles. May we count on you and your subcommittee for speedy 
action in these closing days of the present congressional session. 

DANIEL L. BoOLanp, 
General Counsel, National Paint, Varnish, and Lacquer Association 


Law Orrices or JoeL H. FIsHer, 
Washington 6, D. C., August 9, 1954. 
Re H. R. 9835 
Hon. MARGARET CHASE SMITH, 
Chairman, Subcommittee on Legislative Program, 
Committee on Government Operations, 
United States Senate Office Building, Washington 25, D. C. 

DEAR SENATOR Smith: I write on behelf of the United States Testing Co., Inc., 
with general offices at 1415 Park Avenue in Hoboken, N. J., and also on behalf of 
the American Council of Independent Laboratories representing the major in- 
dependent testing laboratories in the United States, to submit a statement with 
reference to the above-mentioned bill. We request that this letter appear in the 
record of the hearings and that the Committee consider the views which we 
express. 

United States Testing Co., an independent commercial testing laboratory, is 
the largest and most diversified commercial laboratory in the United States. 
Established in 1880, it maintains facilities for research, product development, 
product improvement, inspecting and testing at Hoboken, N. J., and in nine 
other cities throughout the nation. 

We wish to go on record as favoring legislation which has as its objective the 
limitation of those activities of the Government which are conducted in com- 
petition with private enterprise. 

We respectfully invite the Committee’s attention to the fact that certain in- 
spection and testing activities now conducted by the Government are believed 
by us to be in competition with our private enterprise; to decide which activities 
are so competitive and to decide how and when they could be returned to private 
enterprise are complex questions. Should H. R. 9835 be enacted into law, it is 
hoped that the Secretary of Commerce will consult with the independent scientific 
testing laboratories of the country in order to obtain our views on the complex 
questions involved. It is further hoped that should the President undertake to 
terminate Government activity in the field of testing pursuant to the statute, 
that the independent testing laboratories may have an opportunity to give their 
views with reference to the terms and conditions of such termination. 

Very truly yours, 
Joet H. FisHer. 
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NATIONA R sir Dry Goops ASSOCIATION 
Was! tton 6, D. C., August 9, 1954 
MARGARET CH SMITH 
lenat \ N Wasi D. ¢ 
WAR Mrs Smite: Attached the statement of the National Retail Dry 
( mds Association in connection with the current hearings dealing with Govern- 


ith private enterprise 





] pe that this state ent can be made a part of the record of the hearings 
Respectfull I 
Joun C. Hazen, 
Vr pre lent Gove nment 
: EMENT BY JOHN C. Hazen, Vick PReEsI tr, GOVERNMEN' NATIO 
Rerarit Dry Goops AssocraTION, WASHINGTON, D. C 
My Name is John C. Haze [ am the vice president in charge of Government for 
National Retail Dry Goods Association, a voluntary association of department, 
tv and chain stores located in every State in the Unio1 The membet 
»p of the association numbers 7,500 stores doing an annual volume of over $11 
li 
Our association is deeply interested in the hearings being held by the Com- 
ttee on Government Operations looking to Government competition with 
ute terpris We believe that our Federal Government should not compete 
private business. This would seem to be a superfluous statement, for we 
) } opposite point of view. We have 
vcd « i! forms, baking bread, and doing 
t d with these Government operations, 
v about the functions of the Govern- 


-y Goods Association has urged that 


Ships’ Stores be confined to the list 
ailers and the House Armed Services 








mittee This list was prepared after lengthy consultation in 1949. We 

r believe that every effort should be made to prevent those outside the 
il vy service from being permitted to buy at military stores. From time t 
receive reports from our membership in various parts of the country tha 

ms not on the approved list are being sold at these military stores and that 


me posts are lax in determining whether the buyers are qualified to avail 


hemselves of military-store facilities. Ironically, it is almost impossible to 
locument these complaints because of the fear on the part of the retailers involved 
that their stores will be subject to defensive action on the part of the military 
personnel at the particular base. It appears that every time a retailer inquires into 


the operation of a particular PX he is accused of trying to close the operation. 
This is most unfair for our association has repeatedly informed the military 
services that we support the principle of military stores. We believe that those 

en and women who are serving their country should be privileged to buy items 
of convenience and necessity on the base. We have complained that television 

ts, refrigerators, fur coats, and other expensive items should not be sold at a PX. 
We believe that today this practice has stopped. However, there is still evidence 
lat an aggressive store will sell to unauthorized personnel and this we believe 
should be prohibited. 








lay, as your committee looks into the various forms of competition on the 
part of Government with private enterprise, I wish to bring to your attention 
another form of competitio1 This is carried on within various Government 
agencies. The members of NRDGA find it difficult to understand why mer- 
chandise should be displayed and sold in offices maintained by the Government, 
staffed by Government personnel and using Government equipment. ‘‘Competi- 
the life of trade”’ is a rather trite statement, but it becomes something else 
hen a retailer is faced with competition that is aided and supported by his own 
Government with his own tax money. An investigation will reveal that merchan- 
se clubs are maintained in most Government agencies in Washington and 
I out the country. Discount information is available, in some places, and 
‘atalogs are available for the employees. Obviously, the facilities and the time 
volved are being paid for by the taxpayers 


tion 1s 


o 


Some weeks ago after numerous complaints, Mr. Rowland R. Hughes, Director 
: - } 


) 1 
) of the Bureau of the Budget, issued a bulletin (No. 54-11) which set forth policy 
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regarding the ‘‘Use of Government facilities and manpower in activities of Federal 





ion ot vari Is 


employee organizations.’ This bulletin brought to the att 
Government department heads the fact that complaints had been received by 





the Bureau of the Budget that Government facilities and manpower were being 
used improperly. Although we had he ped that the Burea of the Budget wi ild 
issue a directive prohibiting the activity, Mr. Hughes stated that where specif 

I ts had been received the matter was directed to the atte ion of the head 
of the bureau concerned. He did advise each agency head that Government facili- 
ties and manpower shoul ot be used for any purpose ntrary to law We are 





not being critical of Mr. Hughes, but we do feel that if there are laws upon the 























statute books that permit Government employees being | in agency 
» devote any time to the sellir or me handise or soliciting membe ship in a 
discount club, that the law should be repealed. Likewise, we feel that if there is 
ny law that permits Government Space nd e¢ pine t ) ( sed to buy il 

or lisplay merchandise, t!] | should be re peaied 
A few aays ago we were pel! itted to see a ec ps f an en ] lovee paper issu { 
by one of the Federal Reserve Banks. This paper carried a story about the ¢ 
store being operated in this particular banl The I the article observed 
that the chairman of the club thanked the anagement of the bank for putting 
the store o1 ‘its feet.”’ It went on to say that equipment, cleaning service and 
quarters were prov ided it a nom il rent Che article ( to say that the 
store had added new lines of merchandise such as vac ‘leaners appliar ces, 
luggage and “expensive jewelry 4 | i Wi I Ke ed case’”’ (act l 
wording of the articl Television and jewelry repair rvices we wailable 
through the store and, according to the article special orders of goods could be 
secured | contacting the store manager However is observed that the 
stor nager could not be expected to perform the se1 4 personal shopper 
s the sort ¢ ce petition t ut ost r and should not be 


per! itted When we I rought this to the attention of thorities we were t | 


that +} 


La ne ituation 








SOI OT t g he i be | ed upor sSalr re 
f that s the case ri ere does he practice 
oline stat on ( e] ( proper is a fring 
ings he ed t ( ! I tores, meat ir- 
et carrie 4 by =? 
liment the ¢ { ( g H. R. 9835 
fie policie I re 1 lies at will 
es, Duildu t l 1 | ent to be ised 
elll or ordering merc! ise it is handled l 
roughout the Natio 
H R. 9835 { ! i 1 Ss odied l 











Washington, D. C., August 9, 195 
He MARGARET CHA SMITH 
CJ ma? committee on Leg tive P J ? 
senate ommiltee on Gor it) 
United State Se? t Wa ree l ( 

My Dear Mrs. Smitru: The Transportation Association of America, whose 
primary interest is the preservation and strengthening of our great transportation 
system UI ler pri ite ownership and management, 1s tre endously interested in 

rings your committee is conducti on H. R. 9835, a bill to provide for 
ination of Government operations whic] are ll ompetition with private 
enterprise 

Putting a stop to Government encroachment on pr enterprise is a first 
essential if our free system is to be maintained 

This association has dealt with the subject o1 irom the tandpoint of trans- 
portatio! which is its fundamental interest Representins 18 1t Goes every form 


of transportation, the users a 


1 
public interest, the associatio1 has devoted several years to the examination of 





basic issues affecting the well-being and survival of our trar portation systen 


Kight panels representing every form of transportation, the users and investors, 
studied the problem of ‘‘Government in the Transportation Business,’ and unani- 


mOusi) reported their findings. Their recommendations were then submitted 
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to regional forums and enterprise councils in all areas, and to other organized 
groups. Here again the conclusion was unanimous. Subsequently, the Asso- 
ciation’s board of directors of 100 men, representing every economic interest 
and every area, took similar action 

It is, therefore, possible to say that the following declaration of policy represents 
the views of many thousands of people and many conflicting and competing 
interests: 

“Tt shall be the policy of the Congress that, to the extent consistent with 
national security requirements, the United States Government shall not— 

‘“‘(@) engage in any for-hire transportation or any for-hire transport serv- 
ices where adequate privately owned transportation facilities of any type 
are or can be made readily available; or 

b) engage in any transportation of persons or property which privately 

owned e¢arriers are fit, willing, and able to perform. 
Congress should take immediate action to implement these recommendations as 
necessary steps toward reducing Government encroachment on private enterprise.’ 

May I add that when the association’s board first adopted this reeommenda- 
tion in January 1953, it included an urgent plea that the Federal Barge Lines be 
disposed of to private interests. Fortunately, that step was achieved a few 
months later—a constructive step in the right direction. 

The bill, H. R. 9835, which your committee has under consideration, is a step 

in the right direction, also, but may I suggest that the committee take a hard 
look at the provision under section 6, which I quote below, to see that the bill 
isn’t too circumscribed by interpretation of this section: 
‘Provided, however, That nothing herein contained shall apply to any Government 
business-type operations being carried on on the effective date of this Act or to 
any Government business-type operations heretofore or hereafter specifically 
authorized by the Congress.”’ 

We strongly urge that Congress declare a policy against Government encroach- 
ment on private enterprise, and that the administration act consistently and 
emphatically in the same direction 

Respectfully yours, 

Leir GILSTAD, 
First Vice Presi Le nt 


271 MapIson AVENUE, 
New York 16, N Y., August 9, 1954. 
Senator MARGARET CHASE SMITH, 
Senate Government Operations Committee, 
Senate Office Building, Washington, D. C 
Wool Stock Institute and Textile Fibres Institute, representing dealers in and 
processors of wool and synthetic materials, urge Senate to give favorable con- 
sideration to H. R. 9835. Anti-Government Competition Act. Request your 
assistance in realizing favorable consideration of bill to assure elimination of 
Government competition with private industry. 
MANNY MIGHDOLL, 
Secretary, Wool Stock Institute and Textile Fibres Institute 





New York, N. Y., August 9, 1954. 
Senator MARGARET CHASE SMITH, 
Chairman, Subcommittee on Legislative Program, 
Senate Committee on Government Operations, 
Senate Office Building 


Reference Anti-Government Competition Act, H. R. 9835. This association 
endorses committee print No. 1 and urges prompt committee action. 
Cum Ton M. Waite, 


Executive Vice President, National Association of Waste Material Dealers, 
Ine. 





New York, N, Y., August 9, 195 


’ 


Senator MarGaret CHAsE Samira, 
Senate Government Operations Committee, 
Senate Office Building, Washington, D. C.: 
This association representing hundreds of large firms active in practically all 
segments of secondary materials industry from coast to coast urges prompt and 
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favorable action by Senate Government Operations Committee in reporting H 
R. 9835, the Anti-Government Competition Act, to Senate. Enactment of bill 
necessary to protect industry from unfair and unjustified Government competition 
Respectfully request your assistance in gaining favorable consideration of 
H. R. 9835. 
Cumton M. Waite, 
Executive Vice President, National Association of Waste Material Dealers, 


Inc 


271 Mapison AVENUE, 
\ Yo 16. J } ae gust 9, 1954 
Senator MARGARET CHASE SMITH, 
Senate Government Operations Committee, 
Senate Office Building, Washington, D. C.: 


Metal dealers division of National Association of Waste Material Dealers, Inc., 
representing over 300 dealers in nonferrous scrap metal throughout Nation, urges 
earliest and favorable action by Senate on H. R. 9835, the Anti-Government Coin- 
petition Act. Act would go long way toward protecting our industry from 
needless Government competition. Urge you exert every effort in attempt to 
have favorable action on H. R. 9835 this session 

JoserH Rots, 
President, Metal Dealers Division. 





New York, N. Y., August 9, 1954. 
Senator MARGARET CHASE SMITH, 
Senate Government Operations Committee, 
Senate Office Building, Washington, D. C.: 

Cotton Rag Council representing hundreds of large firms throughout country 
dealing in both new and used cotton material urges Senate give favorable con- 
sideration to H. R. 9835, the Anti-Government Competition Act. Unfair 
Government competition currently in existence can be eliminated only through 
congressional enactment of H. R. 9835. 

ABE WaLpMAN, President, Cotton Rag Council. 

271 Madison Avenue, New York, 16, N. Y. 





New York, N. Y., August 9, 1964. 
Senator MARGARET CHASE SMITH, 
Senate Government Operations Committee, 
Senate Office Building, Washington, D. C.: 

Waste Paper Institute comprised of leading graders and packers of waste 
paper urges earliest and favorable action by Senate on H. R. 9835, the Anti- 
Government Competition Act. As segment of secondary materials industry we 
are fully aware of existing needless Government competition with industry and 
request you aid in gaining favorable consideration of H. R. 9835 to halt such 
Government intervention. 

Jean B, CuHarak, President, Waste Paper Institute. 

271 Madison Avenue, New York 16, N. Y. 


STATEMENT OF WILLIAM B. HENDERSON, ExEecutTIvE Vick PRESIDENT, PARCEL 
Post \SSOCIATION, W ASHINGTON, 4 


Parcel Post Association, a nonprofit rgani Zation of par ‘e] post users, ll corpo- 
rated in the District of Columbia on October 1, 1953, is opposed to government 
competition with free enterprise business or industry when such free enterprise is 
capable of providing the particular service or facility required by the people of the 
United States. 

W hen a&sery ice or facility ssential to the economy of the United States and the 
welfare of its citizens cannot be adequately furnished by private business enter- 
prise, it is then the duty of the government to provide such service. Apparently 
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that is also the viewpoint of the Government Operations Committee, developed as 
a result of the extensive consideration the Committee has given the important 
question of government competition with private free enterprise. 

An efficient, nation-wide small package delivery service at reasonable cost is an 
essential to the national economy and to the welfare of the people of the United 
State No private or free enterprise organization is in a position to provide such 
service Only the parcel post service of the United States Post Office can meet 
that vital need 

Nearly evervone in the United States uses parcel post It is the only nation- 
wide package delivery service Parcel post serves through the almost 41,000 post 
offices, 32,000 rural routes and 12,000 star routes 

Parcel post is required by law to pay its way. It receives no subsids In this 
parcel post is unique among the postal services 

Parcel post is a major public service, established by Congress in 1912. Parcel 
post was designed to give equal facilities to the city-dweller, the back-country 
farmer, the pioneer in Alaska or New Mexico , 

Parcel post contributes greatly to the economic development of the United 
States. Tens of thousands of businesses employing millions of people are founded 
on parcel post Most of these businesses are small. Their continued operation 
constitutes a major bulwark against national business depression. The farmers 
and housewives of the Nation are also heavily dependent on parcel post 
Chere are those who would cripple the parcel post service justifying their action 
by saying it constitutes Government competition with private enterpris« That 
argument is not valid 

Chief among those who oppose continuing parcel post as a service to all the 


people of the United States is the Railway Express Agency Railway Express 
Agency is not free enterprise. Railway Express Agency is a monopoly wholly- 
owned by a group of railroad Railway Express Agency, by the very nature of 


its organization, can provide only a decidedly limited small package delivery 
service for the people of the United States (those living adjacent to passenger 
railroad lines 

The scope of railway express service, and the ability of Railway Express Agency 
to provide small package delivery service, is being cut constantly each year 
fost of the people of the United States whose livelihood depends on a regular, 
nationwide small package delivery service also find that the cost of railway 
express is beyond their ability to pay By its own actions, Railway Express 
Agency has largely priced itself out of the small package (less than 100 pounds 
delivery service market 


By persuading the Con ss to enact Public Law 199 in 1951, effective January 


1952 (though this action was vigorously opposed by parcel-post users and the 








P master (a ers Railway Is ress Ageneyv had the ize and weight of pa ‘kKages 
W h could be mailed drastically reduced Public Law 199 has caused the Post 
Ofl Department a revenue loss of not less than $100 million each vear since 
further increasing the postal deficit \ direct result has been a large and basically 

essary increase in parcel post rates and heavy additional expense to individ- 
ual parcel post users \s a consequence, many business users of parcel post have 


been either forced out of business or to substantially curtail operations or to the 


more costly and less satisfactory means other than parcel post for small 
| } 
package shipping 

Parcel post users have sought the repeal of Public Law 199 because it constitutes 





‘rious menace to their economic survival Post Office De partment officials 

ive testified before congressional committees as to the Department’s opposition 

to the continuance of Public Law 199 The Postmaster General has publiels 

tated | view that Public Law 199 should be repealed both in the interests of 
e publie and the Post Office Department 

Normally, relief from this oppressive law should come through operations of 


the Post Office and Civil Service Committee. Normally, such a law, opposed by 
h an overwhelming majority and supported only by Railway Express Agency 





and the railroads would be repealed purely on the basis of the great harm it is 
doing to so manv But relief to the many through the repeal of Public Law 199 
has not been granted through normal channels It is for that reason this further 





appeal o1 of parce l-post users is being made to the Government Operations 


Committec 

The Parcel Post Association submits for the consideration of the Government 
Operations Committee of the Senate: 

1. That a reliable, nationwide, reasonable-cost, small package delivery service 
is an essential for the continued development of the national economy and the 
general welfare of the people of the United States, 
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2. That no private free-enterprise organization now in existence or contemplated 
can provide such vital national service. 

3. That, under the circumstances, the parcel post service of the United States 
Post Office Department does not constitute government competition with private 
or free enterprise. 

Representatives of the Parcel Post Association are anxious to present detailed 
information to the Committee substantiating this statement of viewpoint. 

We urge the favorable consideration of H. R. 9835 as amended by Senate Com- 
mittee print number one. We sincerely believe that the parcel post system is a 
part of this Government’s service that should be protected and encouraged. 
However, we feel that this is a service and not a Government business enterprise. 
We would oppose any commercialization on the part of the United States Govern- 
ment, 


EvereEtTT, Mass., August 11, 1954. 
Senator MARGARET CHASE SMITH, 
United States Senate, Washington, D. C. 
We are strongly opposed to Government competition with private business 
Recommend your support for H. R. 9835 
KyYANIZE Paints, INC., 
RENSHAW SMITH, Jr., President 


Boston, Mass., August 11, 1954 
Senator MARGARET CHASE SMITH, 


Senate Office Building, Washington, D. C. 


The following is a brief of the objections of the Charlestown Metal Trades 
Council which we would like to have as a matter of record at the hearing on bills 
H. R. 9835: 

(1) Not in the best interest of the public since it could result in the discharge 
of millions of faithful Government employees 

2) Directly cut down mobilization potential of naval shipyards 
(3) Could result in the closing of such installations 
(4) We are not in competition with private enterprise as the scope of our work 
is for the Government itself. 

(5) This bill would further increase the unemployment situation, especially in 
the New England area. 

(6) Could result in the closing down of naval shipyards and other Government 
activities. 


Henry A. Wozniak, 
Secretary of the Charlestown Metal Trades Council. 





